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Dividends Declared 


Amer Book, q, 25c.... 
Atlas Corp pf, q, 75c 
Allied Laboratories, 15c 
Alpha Port Cement, 25c 
Amer Steel Fdrs, q, 50c 
Amer Hide & L pf q, 75c 
Amer Lt & Trac 6 pf, q 37'4c 
Amer Lt & Trac q, 30c 
Belding Heminway, 20c 
Bohack (H.C.) pf (acc), $1 
Brazil Tr Lt & Pr $1 
Curtiss-Wright A 50c 
Bucyrus-Erie, 15c¢ 

Chicago Yellow Cab, 25c 
Dixie Cup, 25c 

Dixie Cup A, q, 621¢ 


Derby Oil & Ref cv pf (arr), $6 


California Elec Pwr, 10c 
Fox (Peter) Brew, q, 25c 
Fox (Peter) Brew (ex), 25c 
Federal-Mogul, 30c 

Fedl Bake Shops, q, 25c 
Great Lakes D&D, q, 25c 
Granby Con M&S, s-a, 15c 
General Foods, q, 40c 

Det Gas & Mfg pf, q, 30c 
General Cigar, 25c¢ 

Gen Cigar pf. q, $1.75 
Fairbanks Co Pf, q, $1.50 
Goebel Brewing q, 5c 

Int. Harv. pf, q, $1.75 

Gen Finance 6 pf, s-a, 30c 
Gen Finance 5 pf, s-a, 25c¢ 
Idaho Power 40c 


Stock of 
Record 


Apr. 21 
May 15 
May 12 
June 1 
May 31 
June 1 
Apr. 18 
Apr. 18 
May 1 
Apr. 29 
Apr. 27 
Apr. 24 
June 13 
May 19 
May 2 
June 10 
May 18 
May 15 
June 1 
June 1 
June 
June 
Apr. 
May 
Apr. 
May 
May 
May 
Apr. 
May 


Payable 
May 1 
June 1 
June 12 
June 24 
June 15 
June 12 
May 
May 
May 
May 
June 
May 
July 
June 
May 
July 
June 
June 
June 
June 
June 
June 
May 
June 
May 
June 
June 


90 Broad Street 


Idaho Power 6 pf, q, $1.50 
Idaho Power 7 pf, q, $1.75 








Attention 
Treasurers! 


Leading corporations run their 
current dividend notices with us! 
They know that ALL of our read- 
ers are stockholders of record, 
seeking investment for their sur- 
plus funds. 

What better audiences could 
you possibly find to place your 
dividend notices before? 

This is an inexpensive way to 
build permanent stockholders—to 
build confidence among security 
holders in your company and its 
current management. 

Why not schedule your next 
dividend announcement with us? 
The cost is but $1.00 per line! 


Circulation analysis on request. 


Address Advertising Department 


New York, N. Y. 








Instructs investors methods for playing in and out 


° i A ABLE AID. 
Cable Address—Tickerpub. short swings in market. — “ 


market letter. Decline lies ahead.—Get our opinion. 
School of WALL STREET, Harrisburg, Pa. 
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“Dasara tems Uleutg 


. HOW TIME brings a parade of good food—and Durkee’s Famous Dressing. This deli- 
cious condiment is as big a favorite with our fighting men as it is in American households. 


For over 80 years, Durkee’s Famous Dressing has been world-renowned for its distinctive f 
zest and flavor. It is the result of expert blending of fourteen fine Durkee spices, aged six 
months in casks of mellow vinegar, and then combined with other pure, wholesome ingredi- 
ents. There is nothing quite so appetizing on hot and cold meats, lobster, sea foods, and in 
salads and sandwich fillings. The Durkee line also includes a wide variety of fine foods, sup- 
plied in large volume to government commissaries, the public, and the nation’s food industry. 





xchange 
lember « 
urrency’. 
ion years 
) capital 
€ joint 


But Durkee’s is only one of the numerous Glidden divisions playing important roles in the 
war. A few of the many essential products made in other Glidden plants include powdered 
metals for tank bearings and gears, high-protein soy bean derivatives for overseas foodstuffs, 
— chemicals for synthetic rubber and smoke screens, non-reflecting paints for camou- 





age, and rosins, tars and fire-fighting foam for the Navy. The Glidden name is particularly Been exh; 

famous on paints, lacquers, varnishes and enamels for industrial and domestic use i billior 
Durkee’s Margarine is a delicious, , ‘i t 
LASS at high in vite- When the war has ended, many new Glidden products and processes will be available tof each cx 
min content. . Durkee’s Shortening, industry, for the development of gs of gc 
Durkee’s Cocoanut, Durkee’s Wor- better methods and merchandise for The pl. 
cestershire Sauce and Durkee’s Spices a peacetime world. . 
are some of the other Durkee prod- x 
ucts supplied in large quantities The Glidden Company 
for home and commercial use... National Headquarters, Cleveland, O. 





@ PRINCIPAL PRODUCTS OF THE GLIDDEN COMPANY Paint Division: SPRED, Jap-A-Lac, Ripolin, Spray-Day-Lite, Endurance House Paint, Gliddenspar Varnis 

and a complete line of home and industrial paints, enamels and lacquers . . . Soy Bean Division: Alpha and Gamma Proteins; Lecithin; Soya Meal and Flour; 5 

Flakes; Soy Bean Oils; Poultry, Dairy and Livestock Feeds . . . Durkee’s Famous Foods Division: Durkee’s Famous Dressing, Durkee’s Margarine, Durkee’s Shortenit 

Ourkee’s Cocoanut, Durkee’s Spices and Worcestershire Sauce ... Chemical and Pigment Division: Titanium Dioxide, Lithopone, Cadmium Colors, Litharge, Red Le 

Euston White Lead . . . Metals Refining Division: Powdered Iron, Powdered Copper, Cuprous Oxide, Powdered Lead, Battery Grid Metal, Wilkes Type Metal. 
Nelio-Resin Division: Synthetic Rubber Compounds, Turpentine, Tars, Rosins, Solvents and other Naval Stores. 
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URRENCY STABILIZATION . . . The new proposals 
or international monetary stabilization represent prog- 
ess in a most complex problem. but naturally leave much 
till to be done. Approved by financial technicians of 
he numerous nations involved, they remain to be rati- 
ed by the governments individually. For the United 
tates, this will require action on the treaty level—that 
, approval by two-thirds Senate vote. It may be noted 
hat initial political reaction in Britain appears mixed 
nd somewhat on the questioning side. 

The proposals simplify the earlier White plan. There 
ould be no international currency unit. The currency 
{each member country would be tied directly to gold. 
ach country would agree to buy gold and permit foreign 
xchange transactions in its market in currencies of other 
iember countries only within an agreed range of its own 
wrency’s parity. Except for the early post-war transi- 
in years, foreign exchange restrictions would be limited 
)capital transfers or to dealings in currencies of which 
e jointly operated Stabilization’s Fund holdings had 
en exhausted. This Fund would be the equivalent of 
8 billion, requiring gold subscriptions of 25 per cent 
each country’s quota or 10 per cent of its total hold- 
gs of gold and gold-convertible exchange. 

The plan is, of course, novel and experimental. Per- 
aps its chief value is that it would provide machinery 
t regular consultation among the nations to deter- 
ine the basic reasons for lack of equilibrium in the 
lance of international payments of individual coun- 
ies, and to explore means of correcting such unbalance. 
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The Trend of Events 


Obviously, the Stabilization Fund itself can not be a 
cure-all for the causes of currency instability. To main- 
tain stability of an unsound currency by main force of 
the Fund would be merely an indirect method whereby 
the strong countries financed the international debts of 
the weak. Tentative as the present approach may be, 
it must be followed up with good will. Some form of in- 
ternational agreement is the only alternative to future 
chaos in world trade relations. , 


SOMETHING NEW ... When this country was swept 
into war it was generally assumed that military demands 
on production would necessarily lower our general living 
standard. That has been the rule in England, Russia, 
Germany and Japan. But in the United States an unpre- 
cedented thing has happened. For a majority of our 
people the living standard has been raised to a new high, 
but for a sizable minority it has been lowered. Disposable 
consumer income—and spending—are far higher than be- 
fore the war, but there has been a drastic shift of indi- 
vidual shares therein. 

True, some things are rationed, others scarce, some 
unobtainable. Yet the average person has more and bet- 
ter food and clothing than ever before, and is spending 
more than ever for travel, amusement, home furnishings 
to the extent available, tobacco, liquor, jewelry and trin- 
kets and a host of incidentals. 

There is no mystery about it. The average industrial 
worker’s weekly pay is now 80 per cent above the average 
of 1939, while the increment in farm income over 1939 
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is also a spectacular bonanza. These groups have gained 
sharply because the cost of living has increased only 24 
per cent over the 1939 average. But what about the rest 
of the people—the millions of white collar workers and 
others whose gross incomes either have not increased 
over 1939 or have increased relatively little? 

In very substantial measure it is at their direct expense, 
both as consumers and taxpayers, that the gains of fac- 
tory workers and farmers have been made; for these gains 
do not come out of thin air. They cost somebody money. 
They force higher Government spending and taxes than 
would otherwise be necessary, and a higher cost of living 
than would otherwise prevail. 

Yet these groups that have profited most out of the war 
continue to press greedily for still more special advan- 
tage. This is particularly true of the industrial labor 
unions which, with largely specious arguments and un- 
abashed propaganda, are hell bent to break down the 
Administration’s wage stabilization program—thereby 
further raising the cost of living at further expense to 
the “economically dispossessed.” If they succeed, we 
think organized Labor can be assured a day of painful 
political reckoning is coming. Abuse of unregulated 
power has never been indefinitely tolerated in this coun- 
try and anti-union minorities, feeding on valid resent- 
ment, can readily grow into a majority which will politi- 
cally impose on Labor the responsibilities to the public 
at large that its national leaders have not had the states- 
manship to accept voluntarily. 


TAX THINKING ... We do not agree with the tax com- 
mittee big-wigs of Congress that it is too early to begin 
planning post-war tax revision—as urged by the able 
Baruch-Hancock report—though we know, of course, that 
political considerations in an election year, plus the usual 
inertia of Congress in coming to grips with tax problems, 
make any early action most unlikely. 

Meanwhile, it seems to us significant—and hopeful— 
that among official and unofficial tax experts there is a 
growing unanimity of opinion at least as to the general 
principles and direction of post-war tax policy. Stabili- 
zation Director Byrnes—close, of course, to the White 
House and Treasury—stated in a recent address that the 
present Federal tax system must be comprehensively re- 
vised to stimulate an expanding peace-time private enter- 
prise economy: in other words, an incentive approach to 
tax policy. He added that study was already being given 
to this and that a proposed program for ‘peace taxes 
would be ready for prompt submission to Congress. 

Prof. Alvin H. Hansen, a liberal economist influential 
in New Deal quarters and special advisor to the Federal 
Reserve Board, recently expressed the view that the Fed- 
eral budget after the war probably would average around 
$20 billions; that there must be a drastic reduction in 
taxes from the war-time level; that excess profits taxes 
should be completely repealed; that excise taxes burden- 
ing mass consumption must be eliminated or lowered as 
far as possible; that in the interest of private investment 
and business expansion we should “go relatively light on 
business and corporation taxation and rely mainly upon 
personal income taxation”; that “the current double tax- 
ation of dividends be eliminated”; and that to “induce 
risk taking and new investment,” permanent provision 
be made for “generous loss offsets carried back and for- 
ward.” He proposes a 2-year carry-back but 5-year carry- 





tax-cushion provisions that have worked so well. 

It is to be noted that the “liberal” and “conservative” 
tax experts are in substantial agreement in putting em. 
phasis on tax revision along investment-incentive lines; 
that whether it is Prof. Hansen or Senator Taft or the 
Association of Manufacturers, tentative projections of 
the average post-war budget do not vary far from the 
$20 billion figure; and, finally, that difference of opinion 
as to distribution of the tax load, forms of taxes and tax 
levels is not too broad to be irreconcilable. 

We regret that Congress will be unwilling to see the 
wisdom of legislating a program along the lines so intel: 
ligently advocated by Prof. Hansen, thus having it read 
to go into effect at a stated, but not long delayed, date 
after P-Day. There will be well over $100 billion of 
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liquid funds—or their equivalent in Government bonds-f V4s!0 
in the hands of individuals and corporations. We haveg Wa, 
a choice of inducing, through incentive tax revision, theg Mont 
active spending and investment of an unprecedentedg 8 & 
volume of private funds for real prosperity—or of againg Wa". 
pouring out direct Federal doles to business and the un. that j 
employed. Pacifi 
whole 
THAT INFLATION GAP... Over the past two years plete 


various spokesmen for the Administration repeatedly wg Ho 
tered warnings about the dire potentialities inherent in forces 
the “inflation gap”: that is, the surplus of consumer purf W!tne 
chasing power over the available supplies of goods and have 
services. Never having been sold on the “quantity theg Mevit 
ory” of money, this publication just could not get het upg !" Eu 
about the matter. It seemed to us from the start that theg tered 
“inflation gap” was largely a statistical abstraction and from 
that it would not have dangerous implications for price posed 
unless consumers departed widely frem normal buying§ porari 
habits and instincts. We doubted that they would. summ 

Now it is admitted officially—by no less an authorit close « 
than the Federal Reserve Board—that the “gap” has Germ: 
proved to be pretty much of a dud. The surplus money, blows 
says the Board, has not been active in bidding up pricesf Toda) 
Instead, in large degree, it has merely been put by fog '0 ma 
the future by an overwhelming majority of those fortug — But 
nate enough to have any surplus. lensive 

The whole thing has been recently summed up withf Unrem 
admirably brief completeness in a public address by Wg ' grij 
Randolph Burgess, vice-chairman of the National Cit large | 
Bank, as follows: source: 

“Inflation is not a direct product of excess moncy; | markal 
is a product of human behavior. Money does not becom@ the 
wild by itself. It becomes dangerous only when it We mu 
used wildly by the people who have it; and the signif across | 
cant thing that is happening now is that, with some cot the tas 
spicuous exceptions, the financial behavior of the grea the sha 
bulk of our people has been characterized by commo despera 
sense.” but eve 

For ourselves, we some time ago ventured the the teconq 
novel—and still not commonly accepted view—that se tually 
sible spending by the bulk of the people had probabl§ position 
done more to restrain price inflation than the sum totifof our 













of all the Federal controls. that th 

will be 
THE MARKET PROSPECT... Our most recent inveg We | 
ment advice will be found in the discussion of the pr order te 


pective trend of the market on page 62. The counsg destroy 
embodied in the feature should be considered in conneg "nent. 
tion with all investment suggestions, elsewhere in thif@ble su 





forward, against 2 years each way in the present war-time _ issue. Monday, April 24, 1944. J 'sk her 
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As J See Jt! 


ON THE EVE 


BY ROBERT GUISE 


Wirn all the world keyed up to expectation of the in- 
vasion flash, we find ourselves at a critical juncture of the 
war, a moment excellently suited for stock taking. The 
months ahead, we hope, will be decisive in Europe, bring- 
ing to a victorious conclusion the first phase of this global 
war. And it is stimulating to hear from Admiral King 
that already we are visualizing a winning strategy in the 
Pacific; that our leaders are contemplating the war as a 
whole boldly, resourcefully and with assurance of com- 
plete victory. 

However, we still have to meet and defeat the main 
forces of both our principal enemies. What we have 
witnessed so far in both the Eastern and Western theatres 
have been merely the preliminaries leading up to the 
inevitable decision. But the biggest task remains. True, 
in Europe the preliminaries are far advanced. The bat- 
tered industrial heart of Germany, long open to blows 
from the West and the South, is now dangerously ex- 
posed from the East where Russian armies, resting tem- 
porarily from their sustained offensive drives since last 
summer, are poised for further onslaughts, possibly in 
close coordination with our invasion from the West. Can 
Germany dig in and successfully withstand the terrific 
blows to come? We shall know before many months. 
Today, we do know that nothing will be left to chance 
to make the invasion a decisive success. 

But despite the astounding progress of our naval ol- 
fensive in the Pacific, made possible by two years ol 
unremitting and unspectacular toil, we have yet to come 
to grips with the major forces of a Japan commanding a 
large share of the natural wealth and the human re- 
sources of Eastern Asia. Admiral Nimitz’ re- 
markably frank statement recently that he is 


in major sea combat; it knows, no doubt, that their fleet 
cannot win. Thus China most certainly will become the 
principal road to Tokio. We must be prepared to battle 
Tojo’s armies in South China, in North China and in 
Manchukuo, to deprive them progressively of their re- 
sources to wage war which are mainly on the Asiatic 
mainland. Japan realizes their importance and appar- 
ently is ready to defend them to the last ditch. As long 
as they can hold them, even the most destructive air raids 
on the Japanese homeland are not likely to secure sur- 
render. 

The point we wish to make is that possibly neither air 
nor sea warfare alone, despite our great superiority, will 
suffice to bring Japan to her knees. Almost certainly it 
will require vast land fighting as weil. And almost cer- 
tainly, most of this land fighting will fall to American 
forces unless Russia should finally decide to join actively 
the war in the East. This, at the moment, we cannot take 
for granted. 

The reader will ask what about China into which we 
have poured so much in money and materials? What 
about her vast human resources? Unfortunately, the 
news from China is not encouraging. For China, the 
war has already been lasting too long; her people have 
slowly been ground to starvation levels in all areas. There 
is ample evidence of a deep-seated hopelessness among 
her population. Revival of the struggle between Chi- 
ang-Kai-Shek and the communist armies points to a de- 
plorable lack of unity of purpose in the interest of the 
greater struggle against Japan. 

Apart from this, the Chinese (Please turn to page 105) 








on the way to China, clearly points to the road __ | 
we must travel to reach Tokio. Our drive | 
across the Pacific towards China is apparently 
the task set for this year. Even now, we sec 
the shadow of coming events not only in the 
desperate preparations on Japan’s home front 
but even more in her occupied territories. As 
reconquest reaches occupied lands and even- 
tually China, the real test of Japan’s political 
position will come. It will also bring the test 
of our strategy in the Far East for it is then 
that the decisive stage of the war in the East 
will be at hand. 

We have frequently heard it said that in 
order to force Japan’s surrender, we must first 
destroy the Japanese Army on the Asiatic con- 
tinent. On sober appraisal, this is a reason- 
able supposition. Unless Japan is willing to 
tisk her fleet in a full-scale naval battle, there 
is no way of mounting an all-out air offensive 
against the Japanese Islands short of bases in 
So far the Japanese High Command 
has been unwilling to meet our naval forces 
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BY A. 4 


SINCE our last previous analysis was written, the Dow 
industrial average at recent lows had declined 3.62 
points, the rail average 1.81 points, the utilities, .69 cents. 
The 1944 highs to date in these averages were made over 
a month ago: March 13, 15 and 21, respectively for the 
industrials, utilities, rails. From those highs to last 
week’s low—which was followed by an unimpressive small 
rally on low volume—the total declines were 5 52 points 
in the industrial average; 2.73 points in the rails; 1.59 
points in the utilities. Our broader weekly price indexes 
show no divergence, also having been on the soft side. 

It appears probable that the March highs in the aver- 
ages will not be bettered for some time to come. The 
137 minor resistance level in the industrial average hav- 
ing been decisively broken after several wecks of testing, 
it seems probable that the market is now in an irregular 
intermediate phase of decline, the ultimate proportions 
of which can not be predicted. 

As readers of this article know, we have in recent issues 
increasingly emphasized our skepticism of upside possi- 
bilities at this season. We have recommended scaling 
down commitments, rather than expanding them, and 
have favored maintaining a conservative cash reserve. 
But while we have a strong conviction that conditions are 
not presently suitable for any important general rise, we 
don’t hesitate to state that we have no equally “set” view 
regarding the possible scope of decline. The fact is that 
for many weeks the boundaries of technical analysis 
have consisted merely of minor trading range levels. So 
far as the major trend is concerned, the significant levels 
—neither of which is now close by—remain the major 
high of last July (145.82 in the Dow average) and the in- 
termediate reaction low of last November (129.57). 

In short, for more than nine months the industrial 
average—and our index of 283 stocks—has merely been 
fluctuating within a medium-broad “range of indeter- 
mination.” We do not know, of course, whether a down- 
side break out of this range is now in the making. No- 
body does. But since the market is so clearly on the de- 
fensive, we believe it most likely that the lows of last 
November will at least be thoroughly tested out in due 
time and that it is prudent to have an investment posi- 
tion that will not be subject to severe shrinkage in the 
possible event of extended decline. 

That calls for selective sales by such readers as have 
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not followed our previous cautionary advices. In this 
article, of course, we can not set up a program that will 
fit the circumstances of all investors. The individual 
will have to make his own modifications with common 
sense in the light of individual obligations, objectives. 
lax position, income requirements, etc. As a general 
rule, where feasible, we favor holding cash—or its equiv 
alent in high grade bonds—equal to from 25 to 50 pel 
cent of total portfolio. And trimming sail prudently is 
not only a matter of maintaining a reasonably conserva- 
tive cash reserve, but of selectively reviewing holdings 
retained. 

We are not thinking so much of a temporary squall. 
There is dvnamic change ahead—perhaps within a mat- 
ter of months if the Allied invasions prove a great suc 
cess—involving a drastic reshuffling of our economy. Be. 
lore the summer is out the military situation may be such 
as to have created an investment psychology of “earl 
victory.” In that case, attention will center on nearb\ 
declines in production, employment, national income, 
the question of the duration and scope of the reconver- 
sion phase, etc. On the other hand, what if the inva- 
sion effort does not go well and if there should shap¢ 
up a prospect of longer war than most investment think 
ing is now attuned to? We can’t see that such a chang 
would be bullish. It might, of course, induce a moderate 
rally in the long disliked “war stocks”—but in view of the 
persistent attitude of investment distrust toward such 
stocks throughout most of the war period, as graphicall\ 
brought out in an accompanying special chart, there is 
no reason to suppose “longer war’ prospects would in- 
duce a sustained rise. 

Certainly “peace stocks,” which even after the recen! 
market reaction are discounting rather liberally and for 
an indefinitely long period ahead the widely assumet 
post-war prosperity period, would not be helped b 
thoughts of prolonged war. And if the opposite invest: 
ment psychology—that is, “early peace”—is to dominate 
the market in the months ahead, is it not probable that 
investors for a goodly time would be more inclined t0 
cautious thinking about the interim period of reconver 
sion deflation, political developments, etc., than to re 
sume discounting “post-war prosperity” on general, nor: 
specific hopes such as bulled the maxket so handsomel\ 
in the late months of 1942 and the first half of 1943? 
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Although at recent lowest prices we had had a decline 
‘of only a little over 4 per cent in the Dow industrial 
average, one does not hold the average; and to illus- 
wate how rapidly individual stocks can go down in a 
market reaction, consider the following percentage de- 
clines from the year’s highs to last week’s lows in a by no 
“means inclusive list of stocks picked at a glance down the 
tables: 

' Southern Railway, 21%; Bell Aircraft, 30%; Celanese, 

18%; Crosley, 19%; Montgomery Ward, 10%; Good- 
rich, 12%; American Car & Foundry, 15%; Studebaker, 
17%; Dome Mines, 16%; Hercules Motor, 18%; Para- 
mount, 12%; Lima Locomotive, 14°; American Steel 
Foundries, 14%; American Sugar, 10%, etc. 

True, it costs some money to take profits on which 
a net capital gains tax of 25 per cent has to be paid. But 
it is quite possible for many individual stocks to go 
down by more than enough to balance the tax factor— 
and it costs something, whether or not an eventual loss is 
taken, to be “frozen” in stocks that one would not buy 
on free choice at prevailing prices. When an attractive 
buying level is presented by the market the frozen in- 
vestor has a choice of waiting for his stocks to go back up 
-which is the choice most such investors make—or, 
which very few do, of switching them from less desirable 
stocks to more desirable issues. Certainly for investors 
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| will é : : sae z : 
idual primarily concerned with appreciation, in a market with 
imon § ighly uncertain (dubious, we think) intermediate pros- 
tives. | Pectss the more practical policy is to shift at the best 
neralf @vallable levels from less desirable stocks to cash, with 
quit: the objective of subsequently switching from cash to 
> pel stocks at an attractive reaction low. Of course, one can 
tly is 20t “accumulate” cash from stock sales on as favorable 
serva. | ms now as a few weeks ago—but those who now wish 
dings they had done some selling at the 140-141 level may con- 
* |ceivably be wishing before long that they had not also 
ual. passed up the 136 level, prevailing at this writing. 
mat§ Ve read in the newspapers, as the simple and easy 
t suc} XPlanation of what is happening, that the market has 


Be. | Pecome jittery over the matter of coming invasion. It 
isn’t that uncomplicated, although tension and uncer- 


lini broke the pattern of the bull market by emphasizing 
that the basic course of the war had turned and that the 
victorious end of the conflict was in the making. 

From that point on, investors and speculators, on the 
whole, were not willing to venture far in uncharted and 
unchartable seas—which is why the average stock has not 
been able to stretch its legs above the 1943 high. Twice 
in the long interim period rallies in the industrial average 
have carried to within roughly 5 points of the old high— 
only to fade out as supply of stock for sale exceeded de- 
mand. It has not been possible for the market to gen- 
erate a sustained advance because the average investor 
and speculator was unable to recapture the unquestion- 
ing confidence in the “post-war boom” that prevailed 
during the fore part of 1943. During that advance the 
tendency was not only to look beyond the greyish period 
of deflationary readjustment in the transition from war 
to peace but to zgnore it as any kind of a reality. Yet it 
could not continue to be ignored or laughed away. 

We can not end the war with Germany without a large 
decline in production, in national income, in employ: 
ment—nor without a material decline in corporate prof- 
its, despite the tax cushions. No one today can guess how 
long the readjustment period will last. Some responsi 
ble economists tentatively figure nine months; while othe: 
equally responsible economists allow for a year to fifteen 
months. Each time the market has rallied—especially as 
the average got within fairly close distance of the 1943 
high—this lurking specter of uncertainty and uneasiness 
over the reconversion period has re-emphasized itself, 
given pause to the bulls on: post-transition prosperity, 
tipped the scales toward reaction. 

Some people argue: How can the market go down 
when the post-war business prospect is so bullish, while 
the dollar is already depreciated in purchasing power anc 
likely to depreciate further, with a huge volume of su 
plus funds awaiting investment, and with the political 
trend “favorable”? 

There is, of course, nothing new about any of these 
points—least of all the “inflation” argument. Those who 
















































~~ would wish stock prices higher have been falling back on 
‘oagll tainty as the all-out effort is awaited naturally have con- “‘inflation,” off and on, for some years now. Although 
cary {erable influence. But “invasion” is far from the whole _ they have seen factual demonstration that the currency 
come. | ‘ory Of what is the matter with the market. It is merely price of gold does not determine commodity prices in 
ynver. {2 recurrent symptom of the trouble with which the mar- the present-day world and that there is no measurable 
‘ava. § ket has been trying to cope ever since the fall of Musso- _ relation between the price level and the supply of money 
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—as represented by demand deposits and currency in cir- 
culation—still they attempt to apply the “quantity the- 
ory” of money to the stock market. 

What counts in the market is not the volume of money 
that could be invested but the amount that ts being in- 
vested. Prices—of stocks as well as of commodities—are 
influenced not by money itself but by what people do 
with money. Witness 1929's stratosphere market, with 
total money supply less than half what it is today. 

It boils down to this: the inflation argument and all 
the other arguments for a higher market will have dy- 
namic validity only when and if enough investors and 
speculators decide to act upon them. If the required 
state of mind exists today, we are unable to detect the 
earmarks thereof. Nor is it possible for anyone to fore- 
cast a future public psychology. Normally, it has some 
significant, though far from exact, relation to the trend 
of business and corporate ex aings. 

If we average the prevailing economic forecasts, we get 
a consensus that there will be somewhere around one 
year of declining production and national income after 
the defeat of Germany. There is an old saw that a bird 
in the hand is worth two in the bush. In this case, the 
bird in hand will be about a year of deflationary eco- 
nomic adjustment. The two birds in the bush? That’s 
the post-war consumer goods boom. The post-Hitler 
slump is a foreseeable actuality that we have to go 
through. The post-war boom is a potentiality. If an 
aggressively bullish investment-speculative state of mind 
can be created while anticipating a business decline of 
extensive scope—the beginning of which may not now be 
so far ahead—that will be something new in human 
nature. 

Of course, we do not expect that stock market read- 
justment will be anywhere near in proportion to the 
decline in production and national income—nor as _pro- 
tracted. This is because the maximum advance in the 
market was relatively moderate in proportion to the rise 
in production, income and corporate earnings. Even so, 
we would not at this time venture a guess that the No- 
vember low will hold through the spring and summer— 


or that the industrial average can not break it by as 
much as 5 to 10 points. 

As for the “favorable” political indications—we won. 
der. The Gallop polls forecast that Roosevelt—if that’s 
what you are thinking about—will win if his health per. 
mits him to run again and if the war is not ended. But 
our wondering goes beyond this. You see, we can remem. 
ber some pretty big bear—as well as bull—markets under 
“conservative” Administrations. We think it will take 
something more than a change of political labels—and 
the nice-sounding but largely negative “leave-business- 
alone” slogans—to solve the country’s problems. Uncer- 
tain as the war outlook may be, it seems to us that at this 
stage political prospects are even more beyond reason. 
able calculation and therefore not a stock market factor 
that one can tie to. 

Although inflation has not yet “taken hold” so far as 
the stock market is concerned, we are not so sure that de 
flation—which is what some “conservatives” advocate, 
even though they don’t use this word—would similarlh 
fail to affect the psychology of the market. They urge 
economy, a balanced budget, reduction of the Govern- 
ment debt. That would be deflationary unless private 
credit expansion, as over much of the ’g0’s, more than 
offset Federal debt contraction. We are not debating 
whether a conservative Administration will be elected nor, 
if so, are we predicting that its policies will be deflation- 
ary. We merely suggest that, should Mr. Roosevelt not be 
the next President, it does not seem by any means certain 
that that fact would necessarily be highly bullish on 
stocks. 


Meanwhile, there is nothing in the action of the mar-f 


ket as we go to press to challenge the skeptical view of in- 
termediate-term prospects that we have outlined hereto- 
fore in this article. After the slightest of rallies toward 
the week-end, today’s close finds the industrial average at 
a new low on the move and the rail average also pointing 
lower. The volume thus far remains light, but of itself 
that can hardly be accepted as promising there will not 
be further ‘downward adjustment of prices. 
—Monday, April 2}. 
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DISTRIBUTION 


The Key To Postwar Prosperity? 











A MONG the many complexities of post-war planning, 
the problem, or rather the necessity, of fullest pos- 
sible distribution of our enlarged national product after 
the war is uppermost in the minds of those blueprinting 


our economic future. The manner in which we solve 
this problem is likely to have far-reaching repercussions. 

Distribution has long been recognized as an important 
key to prosperity. Its failure to function properly was 
largely responsible for the last depression. It is a problem 
centering not so much on the physical distribution of 
goods but on our distributing equitably the fruits of our 
productive plant among the various income groups. In 
other words, maintenance of broadest possible diffusion 
of purchasing power is essential lest production outrun 
consumption and we are again hurled into a severe de- 
pression, with fateful consequences for the system of free 





enterprise. . 

When the war ends, two major problems confront us. 
First, what to do with our greatly enlarged industrial 
plant. Second, how to maintain a permanently high level 
of employment. Their solution is closely interrelated. 

It has long been an axiom that if ample consumption 
is to be attained from our economic system, two general 
conditions must be met. (1) On the technical side, the 
equipment of plants and the supply of materials must be 
maintained and, as time goes on, enlarged to provide for 
our expanding population and a rising standard of living. 
(2) On the pecuniary side, there must be such distribu- 
tion of purchasing power among all population groups 
that productive resources do not lie unused for lack of a 
market while large numbers of people are deprived of 
both employment and of the goods and services they need 
and desire. The war will leave us with ample plant capa- 





city to take care of most of our productive needs for some 
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time to come. But what about distribution? 

The whole story of our economic activity may be 
summed up in two related functions—production and 
distribution. We have made far greater strides in the 
former. In the decade 1919-1929, productivity increased 
54% while real wages gained only 26%. With industries 
geared to mass production, it is obvious that wage earn- 
ers were not able to buy their share of our increasing 
wealth. The purchasing power of the consumer in the 
lower income brackets was too low even in 1929 to buy 
and pay full cost value plus normal profit for the goods 
and services he consumed. It is this type of consumer 
who absorbed the bulk of the goods sold, and it must 
have been in competing for a share of their inadequate 
income that the losses of business capital probably have 
chiefly occurred. What was not paid out in wages to 
workers, or in dividends to small-income recipients, or 
in fair prices to farmers—sufficient to enable those groups 
to purchase the goods produced—was in the end lost to 
business profits and business capital anyway. Hence, in 
the 1930s, the Government effort to bolster buying power 
by raising money wages of workers and farmers. 

Obviously, it is important to learn how the economic 
process is promoted or retarded by a given pattern in 
the distribution of wealth and the adjustment of the bal- 
ance between spending and saving by which it is accom- 
panied. Only on the basis of real understanding of the 
motivating forces in economic progress can the nation’s 
accomplishments in the years ahead be commensurate 
with the opportunities within our reach. 

The forces controlling the division of national income 
between saving and spending are of greatest importance. 
Since the combined functioning of the economic system is 
governed by the flow of money income, steady and effi- 
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INDEX NUMBERS OF MONEY WAGES AND 
WHOLESALE PRICES 


(1926 =100) 

Money Wages Wholesale Prices 

3-year 3-year 

Annual Moving Annual Moving 

Year Index verage Index Average 
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cient operation of our economic apparatus depends 
closely upon the allocation of monetary income between 
savings for capital expansion and expenditures for con- 
sumption goods. Under proper adjustment, we may have 
a steadily expanding production and rising standard of 
living; if the adjustment is faulty, economic growth is 
bound to be retarded. 

In former years, the sequence of events on the road to 
progress was believed to run as follows: (1) Restriction 
of consumption by savings. (2) Expansion of new capital 
equipment by investment of savings. (3) Increased pro- 
duction of consumers goods at lower prices. (4) Large 
consumption and higher living standard for the masses. 
Price competition was relied upon as the force which 
would automatically distribute the fruits of economic 
progress to the people. However, this did not always 
work. Of late, we have heard of the “dilemma of thrift” 
leading sometimes to curtailed production. It has be- 
come increasingly clear that we must make sure that the 
right amount of money flows into use in the right way. 

A study of the functional division of income in the past 
points up accentuation of the tendency, especially in the 
Twenties, towards inequality in the distribution of in- 
come. While incomes as a whole were rising, those in 
the upper brackets tended to rise more. Since that pro 
portion of the income which is saved rather than ex- 
pended for consumption, rises rapidly as incomes mount. 
there has been a tendency for a growing proportion of 
the aggregate income to be directed into investment 
channels. Thus unequal distribution of income among 
the various classes tends to promote more rapid increase 
in savings than in consumption expenditures. On the 
other hand, the expanding rate of flow into investment 
channels does not correspondingly accelerate the growth 
of productive capital. On the contrary, it tends to re- 
strict the rate of capital formation as compared with what 
it might be, were a larger proportion disbursed for con- 
sumption purposes. After all, the demand for capita! 
goods is derived from the demand for consumption goods 
thus an increase in savings at the expense of consump- 
tive demand will diminish rather than boost output of 
capital goods. 

The experiences of the Twenties fully bear this out. 
As we well recall, the rapid growth of savings compared 
with consumption resulted in a supply of investment 
funds quite out of proportion to the volume of securities 
being floated for purposes of expanding plant and equip- 
ment. Simultaneously, the flow of funds through con- 
sumption channels was inadequate to absorb—at then 
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prevailing selling prices—the potential output of ow 
then existing productive capacity. The excess savings 
entering the investment market served to inflate prices o} 
securities and produce financial instability, finally lead. 
ing up to the crash. Had there been a larger relative flow 
of funds through consumptive channels, it would have 
led not only to greater utilization of then existing pro. 
ductive capacity (not fully used even in 1929) but to its 
further expansion as well. 

It is patent that we cannot court repetition of this 
wasteful and deplorable experience. At the present stage 
of our economic evolution, the problem of balance be. 
tween consumption and savings is essentially differen: 
from what it was several decades ago when we were on 
the threshold of our great industrial expansion. Then 
we frequently suffered from scarcity of funds to finance 
business enterprise; today there exists an excessive supply 
of available investment money which unless properly 
guided is productive not of new capital goods but of 
severe financial maladjustments. The primary need 
therefore is a larger flow of funds through consumption 
channels rather than more abundant savings. Unbalance 
of these flows has long been a crucial weakness of the 
competitive capitalistic system, leading to entirely too 
severe cyclical fluctuations. 

The danger inherent in such unbalance has come to 
be increasingly recognized and various steps were taken 
to minimize it. The most obvious method was believed 
to be the raising of wages, and consequently a high wage 
policy has come to be widely accepted in recent years 
The development of the automobile and other consume 
durable goods dramatically called attention to the inter- 
relation between growth of these industries and spend- 
ing power of the masses. Spokesmen for organized labor 
have, not unnaturally, been among the leading expon- 
ents of the view that low wages are at the root of our 
economic difficulties. Distribution of the returns from 
production, they contended, has not been balanced 
Rather, increased profits have been monopolized by the 
few and income of wage earners has not increased enough 
to provide a market proportionate to industry’s pro- 
ductive capacity. 


Higher Wages Not the Answer 


The validity of this argument per se is hardly open to 
question. What is doubtful is whether the universal 
answer lies in sweepingly higher wages. A number of 
factors combine to resist wage increases. Indeed, there 
has always been strong pressure towards reduction of 
wages, representing as they do one of the most impor- 
tant elements of production costs. Labor’s answer has 
been organization, but, at best, labor organizations have 
not been able to obtain higher incomes but for a frac 
tion of the labor population. In all probability, attain- 
ment of higher wages through labor unions cannot be 
counted upon to effect a broad nationwide increase in 
purchasing power. It can only benefit certain groups. 
often to the detriment of others. 

Taxation has been used to restore at least a semblance 
of balance by supporting idle workers or financing pub- 
lic works to create employment, butitaxation used towards 
this end alone has strong limitations as a means to raise 
living standards and maintain permanent employment. 

Profit sharing has been experimented with by man\ 
individual concerns with varying degrees of satisfaction 
but since it was never instituted on a universal basis, it’ 
real potentialities have never been tested. It has hov- 
ever a distinct advantage over wage increases in that it 
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depends on available earnings, tends to promote efh- 
ciency and satisfactory industrial relations. Not being 
part of production expenses, it does not affect costs. But 
at best it is of limited applicability, chiefly in the cor- 
porate field. 

Then there is distribution of income through price 
reductions. Increased efficiency works in this direction; 
pressure of competition, and we may add, Government, 
forces it. It is of universal benefit and therefore the best 
alternative to higher wages. Another and weighty ad- 
vantage of this approach is that it tends to narrow the 
age-old price differential dispute raging between workers 
and farmers. 

To the writer it appears that price reduction must be- 
come one of the principal avenues along which better 
distribution of income and thereby worthwhile economic 
progress must be sought. Instead of centering upon re- 
distribution of a given amount of income, this method 
alone promotes creation of additional income and its 
prompt and widespread dissemination among the entire 
population. 

This is beginning to be widely realized. Government 
is trying to force price reductions by its insistence on 
re-creation of a truly competitive economy after the war, 
by its resurgent opposition to price and production 
monopolies, by its threat of yardstick operation of former 
war plants to force down prices wherever they appear 
artificially high. 

Business, too, is alive to this need; it has come to realize 
that its stake in a better balanced economy is no less than 
that of the wage earner who invariably suffers first and 
most if things go wrong. After all, the object of all pro- 
duction is distribution. After the war, the temptation to 
charge high prices in a temporary sellers market will be 
great but eventually it would negate this very object. 
Business, as before, might easily price itself out of a 
market. Hence enlightened price policies are called for. 
The consumer should not only share to the greatest pos- 
sible extent in the benefits accruing from higher indus- 
trial productivity but an effort must be made to pare to 
the bone the costs of physical distribution of goods by 
use of up-to-date and scientific marketing methods. So 
far, unfortunately, the latter in many lines have been 
entirely too inefficient and costly, especially on the part 
of the distributor who thereby frequently negated im- 


portant manufacturing economies. As a result, marketing 
still requires the well-known “59 cents of the consumer 
dollar.” It is a truism that lower prices make for bigge1 
markets. Whether price reduction is achieved by im- 
proved manufacturing techniques or up-to-date market- 
ing methods, or both, the net result is bound to redound 
to the benefit of our entire economy. Experience has 
shown that low-price policy means an ultimately larger 
absolute amount of profits from a smaller share in an 
enlarged total product. Sound policy, then, calls for the 
making of prices at the lowest level of costs attainable 
through capacity operations. 


Two-Fold Benefits of Low Price Policy 


Benefits accruing from such a policy will be two-fold. 
It will not only make for greater and longer-sustained 
prosperity but it will tend to minimize the combination 
of those factors which emphasize the nature of the cap 
italistic system of production as leading periodically to 
overinvestment in the capital goods industries. A te: 
dency to fluctuation is implicit in the roundabout system 
of production and in some degree such fluctuations will 
continue as long as we produce goods by that system. 
Their range is enhanced under private enterprise since 
business spending is controlled by the prospects of busi- 
ness profits but it can be greatly narrowed by an enlight- 
ened price policy. 

The war has accentuated the entire problem of dis- 
tribution. It will leave us with a substantially enlarged 
industrial plant, a huge public debt and large savin: 
piled up for lack of spending outlets. To use the former 
productively and to re-create a proper balance between 
saving and spending will be the prime task of our post- 
war economic planners. 

Despite the wartime plant expansion, it is patent that 
we have not reached the stage where it is possible to pro- 
duce more than the people as a whole would like to 
consume. The unfulfilled consumption desires are large 
enough to absorb a production several times that of 1924 
when the national gross product exceeded $go billion. 
If the income of the lowest income groups can be lifted. 
it would require only a relatively moderate increase in 
consumption by these millions to absorb our full pro- 
ductive capacity. 

War-time savings of the public and 
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of industry are huge but their distri- 
bution is highly uneven; they are 
totally absent or fairly insignificant as 
far as the mass of low-income re- 
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is undeniable, it is also uncertain as 
to intensity and duration. Signifi- 
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. bad. If only a relatively moderate 
portion of these savings enters co 

sumption channels, it will not only 
support but stabilize the recovery 
phase and rob it of its potential in- 
fHlationary danger. If the remainder, 
however, seeks employment in the in- 
vestment market as it doubtless will 
as long as it remains unspent, th: 
pressure may well lead to financial in- 
stability. True, this particular danger 
is probably minimized by the fact that 
a goodly part (Continued on page 106) 
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The New Social Economy 


Emerging In _ Britain 


BY Che OM. 


ly recent months we have heard a good deal about the 
“new liberalism,” the new social-economic thinking 
evolving for some time and apparently now quickly 
crystallizing in Great Britain. Slow in the making, the 
pressure of war and the sacrifices the British people were 
and still are called upon to make have given tremendous 
emphasis to this new direction. Inner-political develop- 
ments of late are clearly reflecting the urgency of popular 
demand for definite official commitments as to post-war 
planning and long-range social-economic goals. 

With the war still going on, the British Government so 
far has been reluctant to outline definite policies now. 
But under pressure of public opinion it has already 
agreed to extensive reforms in the fields of public health 
and education, both now pending in Parliament. It has 
also promised a broad post-war housing program, recent- 
ly referred to in Prime Minister Churchill’s speech. Be- 
yond that, however, it has remained rather vague as to 
the ideas for post-war social security and the new concepts 
of human relationships within the framework of British 
economy which popular opinion is rapidly propelling to 
the forefront of discussion. 

In consequence, there has been a good deal of social 
unrest, especially among the working population which, 
dissatisfied with the state of post-war planning, insists 
on knowing what the future will hold for them. The 
restless criticism that seethes underneath the political 
truce betrays this restiveness and the Government’s posi- 
tion has become increasingly uncertain of political sup- 
port. The tenor of Mr. Churchill’s report in March 
clearly reflected this. 

In earlier pronouncements, the British Government re- 
ferred to a four-year plan to cover transition from war to 
peace, promising food, work and homes for all. It stressed 
the importance of a national compulsory insurance 
scheme for all classes and for all purposes and spoke 
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about full maintenance of employment, the rebuilding 
of cities and the housing needs of the people. While it 
declined to make specific promises beforehand, it agreed 
to make every possible preparation compatible with the 
war effort to speed eventual translation of these ideas 
into concrete action. 

However, popular thinking and support goes consid- 
erably beyond the very general program hitherto out- 
lined by the Government; above all, there is insistence 
on concrete definition of its scope and to this the Govern- 
ment has been loath to accede. 

Most of us are familiar with the Beveridge report 
which stirred the world some two years ago. We have 
little heard of it of late. Only slowly and painfully is the 
British Government being delivered of a policy towards 
these proposals. It has still to announce publicly how 
far its deliberations on the social insurance scheme—the 
main theme of the report—have gone. Though it has 
accepted Assumption C—referring to maintenance of em- 
ployment,—it has not yet formulated a policy for achiev- 
ing it. Assumption A—on the State grant of children’s 
allowances—has been accepted in principle but with cer- 
tain modifications. Only Assumption B, dealing with 
plans for a comprehensive public health service, has so 
far been submitted to Parliament. 

Criticism of the Government’s slowness and mounting 
demands for domestic reforms meanwhile have given 
rise to a strange collection of political movements. Out- 
standing among these is perhaps the Common Wealth 
movement whose platform is a vague conception of 
“common ownership.” Though with a strong commu- 
nistic tinge, the movement has made some political head- 
way and already gained three seats in Parliament. Support 
has come mainly from labor, liberal and communist 
voters whose only alternative was a conservative candi- 
date. Yet the growth of this movement is symptomatic 
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of the trend to the left that is spreading across England. 
The dissatisfaction of the electorate is evident in both 
the conservative and labor parties, stemming in part from 
an avowed lack of leadership in both. Among younger 
labor men, especially, there is profound absence of en- 
thusiasm for such men as Attlee and Morrison who rep- 
resent labor in Government, and labor's potential power. 

Britain also has what might be aptly described as a 
New Deal faction, an active minority of economic theor- 
ists espousing virtually complete State supervision and 
direction of the entire economic process, together with 
most drastic social reforms. Characteristic of their think- 
ing are perhaps the ideas advanced by Mr. W. H. Hutt, 
Professor of Commerce at the University of Cape Town, 
in his recent book “Plan for Reconstruction.” Professor 
Hutt is essentially an anti-monopolist and in his book 
makes a vigorous argument for efficient post-war recon- 
struction by putting an end to restrictionism as a “crush- 
ing economic disease.” In this respect, he differs little 
from important voices heard in our country. He calls 
for “distributive justice” by declaring illegal collusive 
monopoly and price discrimination, by restraining cor- 
porate monopoly and by preventing the withholding or 
destruction of productive power. 

But his ‘“‘new economy” goes far beyond that. He be- 
lieves that the coordinating and planning functions of 
the State must aim at provision of certain “collective 
aids” which by releasing “competitive pressure” towards 
least-cost arrangements per- 
mit free enforcement of eco- 
nomic coordination. Such 
aids, according to Hutt, in- 
dude in addition to direct 
coordination functions the 
elimination of monopolistic 
arbitrariness, the redefinition 
eed J of the patent principle, func- 
the J tions connected with the de- 
leas J termination of the hours and 
: conditions of labor, and the 
sid- J amount of savings and con- 
oul FB servation. The resemblance 
nce fF with our own New Deal the- 
ern Ff ories is astounding. 

Basic to Professor Hutt’s 
port Fentire thesis is the conten- 
lave Ftion that it is not private 
the enterprise which has been 
ards | found wanting but the sys- 
how fitem of British monopoly 
-the capitalism, largely State-pro- 
has J tected. In his view, full eco- 
em- | nomic strength has remained 
uev- fF unrealized through failure 
ens fof those in public and pri- 
cer- # vate authority to understand 
with J the obligations as well as the 
S$ so J rights arising from private 
enterprise and private property. He opines that if tradi- 
ung J tonal restraints in the economic sphere could be eradi- 
iven § cated, British recuperative power could be immense. His 
Out | aim is reconstruction on basis of economic equality and 
alth J abolition of poverty. 

1 of f Thus in the field of labor security, Professor Hutt pro- 
‘mu: | poses guarantee of a minimum income, if necessary by 
ead- | State grant. Under this revolutionary scheme, trade 
port f unions would be retained but would function merely to 
inist f insure income security, not to determine the price of 


ndi J labor. Instead, he envisages a guaranteed income based 
atic 
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on “established expectations” for each individual work- 
er. A security fund would be raised from a uniform 
percentage levy on all earned incomes. Even extension 
of the scheme to the ranks of white collar workers and 
professionals is thought feasible though, admittedly, per- 
haps politically difficult to put through. 

Interestingly, Professor Hutt also favors capital secur- 
ity for recipients of incomes in form of rents, dividends 
and profits. In his opinion, this is essential for success 
of the entire plan during the transitional period in order 
to assure a just division of sacrifices and prevent the 
propertied classes from being violently dispossessed. But 
he also admits that such an arrangement must be,merely 
temporary. In the long run, the risks of investment must 
be avoided, or minimized, by spreading them judiciously. 
In the interim, Hutt proposes a capital security pool to 
be created by a uniform percentage levy on all incomes 
from property of whatever kind. 

Professor Hutt is outspoken in his belief that the chief 
obstacle to progress lies in the restrictionist mentality 
which afflict both capital and labor. His plan is designed 
to safeguard the community against such practices and 
to secure the greatest possible flow of goods for consump- 
tion together with guaranteed economic security for both 
labor and capital. 

Hutt’s theory, while extreme, is symptomatic of the 
trend of thought among liberal British economists. It is 
dificult to say how much popular support they may be 

able to rally but considering 
¥ the leftist trends, both polit- 
; ically and_ economically, 
among large segments of the 
population, such ideas may 
well leave important im- 
prints on the British post- 
war economic set-up. 

In contrast, the views of 
business and industry are 
naturally far more conserva- 
tive. But broadly speaking, 
British post-war planning, 
of whatever stripe, has two 
characteristics in coifmon. 
One is the belief that the de- 
cisive test of success will be 
the extent to which mass un- 
employment is eradicated as 
a permanent fixture. The 
second is unanimity of em- 
phasis on the urgent need 
for constructive action to re- 
vive the “depressed areas.” 
It is believed that these two 
basic problems will form the 
central point of Government 
plans for full employment, 
expected to be revealed in 
the near future. 

Perhaps one of the principal economic lessons of the 
war has been that wealth consists not of money but of 
goods. In Britain, too, this realistic reasoning is gener- 
ally applied to post-war planning as evidenced by the 
Government approach to health, educational and hous- 
ing reforms which are bound to prove expensive spend- 
ing measures. But maximum employment is a condition 
which all population classes emphasize as absolutely es- 
sential in post-war Britain. Any relapse into chronic un- 
employment (1.8 million people were without jobs in 
1938) is bound to have perhaps very fateful political 

















PUBLIC DEBT OF THE UNITED KINGDOM 


Total debt Per capita 
(millions of Pds. Sterling) (Pounds Sterling) 

1927 7,623 168.53 
1928 7,611 167.69 
1929 7,596 166.65 
1930 7,573 165.82 
1934 7,945 170.79 
1938 8,144 172.22 
1939 8,280 173.46 
1940 9,047 189.53 
1941 11,513 241.19 
1942 14,186 294.82 
1943 16,861 347.28 





consequences. Faced with this prospect, it is becoming 
ever clearer that Government policy will, in fact must be, 
spending, not economizing. In this connection, the terms 
in which Lord Woolton, Minister of Reconstruction, 
when recently questioned about post-war employment, 
committed the Government to a policy of expansion, is 
widely regarded as most significant and needless to say, 
quite popular. 

The interrelation of full employment and anti-monop- 
oly policy is now generally accepted in Britain though 
there is, on the other hand, hardly any disposition to 
deny the economic advantages of cartellized production 
and distribution. Hence no important segment of opin- 
ion advocates the American style of “trust busting” 
though the Hutt school of thought, as we have seen, has 
quite pronounced opinions on the subject. Elsewhere, 
the general tendency is to accept the advantages inherent 
in cartels but to insist, also, on closer supervision and 
regulation in the consumer interest and to assure free 
entry into every trade and business. Public opinion, on 
the whole, appears in agreement with such a policy. 

Britain’s productive capacity, despite the war, is still 
amazingly intact. Whatever capital losses occurred are 
largely compensated for by new plant expansion and 
great technological progress. Whether it will meet the 
requirements of an enlightened post-war economic pol- 
icy depends in large measure on what will be produced, 
whether there will be the right kind of planning. Of 
major importance is the solution of the problem of or- 
ganization of industry, that is the degree of progress and 
cooperation on the part of employers and labor in imple 
menting reconstruction policies. This, broadly speaking, 
is perhaps the central theme around which popular pres- 
sure is now rallying, to which post-war planning must be 
directed. How far the views of Government have crystal- 
lized in this respect is still not known; both industry and 
economic theorists hence eagerly await the forthcoming 
official statement of post-war economic policy. 

Meanwhile the greatest interest currently centers on 
discussion of post-war foreign trade policy, Britain’s 
foremost problem to which purely domestic policies are 
in many respects subsidiary. Essentially it is a question of 
reorganization of economic relationships with the outside 
world with which Britain’s prosperity—more than that 
of perhaps any other country—is so intimately bound up. 

In the foreign trade field, the new liberalism has per- 
haps made the biggest headway in so far as responsibility 
of the State for the condition of economic affairs is com- 
monly acknowledged. This trend is regarded world- 
wide; it is believed that those who think that interna- 
tional trade can remain an exception are cherishing an 
illusion. 

While there is wide agreement in these discussions that 
a free trade policy in principle would be the best trade 
policy for Britain, there is equal agreement that imme- 


70 


diate post-war prospects for completely multilateral trade 
are extremely slim, chiefly because of expected difficul- 
ties in finding means of balancing international accounts, 
It is for this reason that so much emphasis is being placed 
on the possibility of regional trade agreements. There is 
unanimity, too, that British trade policy must necessarily 
be based on planned expansion. 

Current thinking on this vital subject was recently 
expounded in amazingly frank fashion in a series of arti- 
cles which appeared in The Economist, of London. They 
are very enlightening. In their essence, they form a de. 
tailed plan for basing post-war international trade policy 
on a program calling for State-directed exchange of goods 
within a regional grouping around the sterling bloc, 
aimed at promoting a large and rapid expansion of com. 
merce as an aid to domestic economic planning for full 
employment. On fundamental questions, the program 
follows closely a recent report issued by the Federation 
of British Industries which was accepted as the respon- 
sible opinion of a majority of the most influential Brit. 
ish manufacturers. Recommended is creation of an eco- 
nomic council to guide the flow of the Empire’s post-war 
trade under government control; an Empire conference 
is suggested to frame and agree upon a national policy 
on Empire questions. 

Features of the proposed program closely resemble the 
policy of State control of imports, exports and interna- 
tional payments in the interest of maintaining balanced 
investment, production and employment which was the 
former commercial policy of Soviet Russia but in some 
respects they differ basically. While the Soviet policy, 
dictated by the lack of foreign credits and the needs for 
internal reconstruction, was a national policy for a closed 
economy, the proposed British policy, it is argued, is 
aimed to cope with her immediate post-war situation. 
British opinion is determined to avoid mass unemploy- 
ment and combat a decline in living standards, hence, it 
is held, she must expand her world trade 50 to 65% be- 
yond pre-war volume. With these aims in view, the 
British proposal is for an intra-Sterling bloc policy, a 
policy for the grouping of national economies within this 
bloc which, while not closed to trade and investments 
from the outside, would be insulated from depressing in- 
fluences threatening from outside quarters. 

Recognizing that the United States is not prepared to 
go along with any scheme involving so large a measure 
of economic planning or so flat repudiation of our hopes 
of reviving world trade on a universal and reciprocally 
beneficial basis, the British program hopes to win the 
benevolent tolerance of this country by economic con- 
cessions and a political arrangement. While, admittedly, 
the plan has all the earmarks of protectionism and Em- 
pire preference, it is hoped that American opposition can 
be avoided if it is prevented from becoming injurious to 
American interests. But how this could be done is not 
clear, in fact it is frankly conceded that in trading with 
the British-sponsored group, America would have a less 
favored position than members (Please turn to page 108) 





NATIONAL INCOME OF THE UNITED KINGDOM 


Million Sterling Million Dollars Dallars 
total total per capita 
1935 3,998 19,597 418 
1936 4,328 21,514 457 
1937 4,787 23,672 500 
1938 4,415 21,587 454 
1939 ee ee ; A 
1940 5,586 21,394 445 
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Securities 





Copper Shares 


ET LERS from subscribers to THE MAGAZINE OF WALL 
STREET reflect considerable concern among holders of 
copper shares. The disappointment is not over dividends, 
which have been quite satisfactory in the case of the lead 
ing companies throughout the war period to date and 
which are likely to remain at present levels at least until 
after the end of the war in Europe. But market action 
of the stocks has been far below average. 

To bring this out graphically, our index of 283 stocks 
at this writing is about go per cent above the bear market 
low of 1942 and about 28 per cent above its average level 
of the pre-war year 1939; while Anaconda Copper is less 
than g per cent above its 1942 low and is nearly 17 per 
cent below its 1939 average; Kennecott is about 19 per 
cent above 1942 low, 18 per cent below 1939 average; 
Phelps, Dodge is 2 points, or roughly g per cent, under 
its 1942 low and over 44 per cent under 1939 average. 

Clearly, the consensus of investment opinion is that 
post-war prospects for copper earnings and dividends are 
not favorable. It is possible, of course, that this pes- 
simism will prove to have been overly extreme, but these 
stocks are under such a heavy cloud of uncertainty and 
investment distrust that prospects for important market 
improvement seem unpromising for an indefinite time to 
come. For technical reasons, they are likely to resist mar- 
ket reactions better than most more popular groups. 
Even so, holders interested in capital appreciation will, 
in our opinion, fare better by switching to industries 
with favorable potentials, of which several—with specific 
stock suggestions—have been presented in recent issues 
of this publication, with others to be featured in coming 
Issues. 


Lone Star Cement 


A reduction of 50 per cent in the previous 75 cent 
quarterly dividend rate of Lone Star Cement has dis- 
turbed manv stockholders who were originally attracted 
to the company mainly because of its good long-term 
earnings and dividend record. War-time building vol- 
ume is well past its peak, will decline farther this year, 
and the shrinkage probably will be somewhat larger in 
cement uses than in lighter building materials which are 
more cushioned by repair work. Still, the Lone Star divi- 
dend cut seems surprisingly severe at first glance. Net 
for 1943 was $2.83 a share, against $3.63 in 1942 and war- 
period high of $4.33 in 1941. But indicated fourth quar- 
ter net of 71 cents showed no down trend from previous 
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1943 quarterly average and was nearly twice the newly 
inaugurated dividend rate of 371% cents quarterly. 

The company is probably the most efficient in its indus- 
try, financial position is strong, large earnings have been 
shown under active building conditions (from $6 to 
nearly $8 a share in 1923-1930), over the past 25 years 
there were relatively small deficits only in the two years 
1932-1933, and dividend policy was generous. Stockhold- 
ers should bear in mind, however, that the company has 
put on very little “fat” in recent years in the form of re- 
tained surplus earnings. Over the past 8 years total net 
per share was $28.14, averaging about $3.52, of which 
$26.25 total, or average of $3.28 a year, has been dis- 
tributed in dividends. In other words, here is a company 
subject to considerable fluctuation in volume which 
nevertheless since 1936 inclusive has paid out about gg 
per cent of profits to shareholders, against nearer 60 per 
cent in the building boom of the ’g0’s. 

Post-war prospects appear definitely favorable and un- 
doubtedly the management bases present dividend policy 
on the desirability of conserving liquid strength during 
the interim period of slack. In view of promising longer- 
term potentials, we would not abandon investment hold- 
ings unless income returns is a compelling considera- 
tion. However, nearer-term appreciation possibilities 
seem unpromising. 


Rayon Stocks 


Growth industries, of which rayon is one, require con- 
tinuing plant expansion and that costs money. At least 
during the dynamic phase of growth, the financing of 
expansion must be at some expense to current dividends 
A very substantial share of earnings must be “ploughed 
back” and/or new capital must be provided by security 
financing which either dilutes the currently outstanding 
common stock or puts additional senior obligations 
ahead of it. If the growth is sound, there is an ultimate 
pay-off to the common stockholder both in enhanced 
market value and in a higher dividend when needs for 
capital expansion relax. Meanwhile investors in rayon 
companies, or any other growth situations, can not have 
their cake and eat it too. That is. they can not expect a 
fat current dividend return. 

These remarks are addressed to the various sharehold- 
ers of rayon companies—especially of Celanese—who have 
written us in recent days to ask why the rayon stocks (led 
by Celanese) were weaker than the market and were mak- 
ing new lows in advance of general market weakening. 
The answer, we think, is that (Continued on page 104) 
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Charles Phelps Cushing Photo 


By E. K. T. 


Amphibious warfare will step up on both oceans before 
the summer is well under way and this nation will be 
paying a heavy price for landing troops and equipment 
on the Continent and in pushing the drive in the Pacific. 
Hints from the Navy Department are to the effect that 
the turning point will come within go days—not the 





Washington Sees: 


The automobile industry will seek govern- 
ment permission to shift war production away 
from main plants immediately on the collapse 
of Germany and will be ready to roll new pas- 
senger cars off the production lines within a 
matter of months. 


With cutbacks becoming sizeable, large seg- 
ments of the industry believe they can perform 
necessary war contracts while clearing out, re- 
tooling huge factory buildings. This belief is 
shared by War Production Board which is get- 
ting worried over outlook for essential auto 
transport if new cars are delayed much longer. 
Heads of nine of the leading automobile in- 
dustry units have been asked to submit precise 
plans to WPB for examination and action. 


Qperations in the field of automobile pro- 
duction cannot be handled with practicality 
unless provision is made for an output of at 
least two million cars a year. That is less than 
one-half normal, and it represents the minimum, 
not a desirable level of production. 


Assuming the industry can speedily prepare 
a plan which can be dovetailed into the war 
effort,—and this is a good bet—the go ahead 
signal will be given about July 1, and new cars 
— begin appearing about sixty days there- 
atter. 
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assured success or failure, but the unmistakable signs of 
what the war at sea portends. 


Industry deferments as well as those in the belts of agri 
culture are in line for a thoroughgoing revision. Incur- 
sions by the War Manpower Commission and Selective 
Service have led to deep-rooted conviction that “‘essen- 
tial” too often has been considered the same as “‘con- 
venient” where replacements were concerned. Emphasis 
will be on younger men, and factory and farm will be 
“raided” by the draft boards where necessary. 


Cancellation of war contracts is moving toward the 
mark of two billions monthly but a heavy offset has re- 
sulted from sharp stepping up of artillery production- 
a development which needs no keen military mind to 
fathom. Airplane production is being scaled downward 
with the result that former automobile plants may soon 
receive the word for limited resumption. Because the 
net result of cancellations has been slight and military 
calls heavy, no major change in the manpower situation 
is noted. 


MacArthur's lately exposed talent for letter writing has 
the political analyzers at odds. To many, his was a cour 
teous expression to an exuberant, vocal, freshman Con- 
gressman; to others it was an open, intentional avowal 
of “availability.” The tone of the scathing attack against 
a political party—and, indirectly, against his Comman- 
der-in-Chief—fits better the role of the politician than 
the military man. Washington expects the air mails to 
add another chapter to the story very soon. 


After The War annual farm production is being 
planned by the U S D A on the basis of 60 per cent more 
than the average for the five years preceding the war, t0 
be accomplished by 1950 at which time population will 
be 10 per cent greater than now. A 15 per cent increast 
in per capita food “intake” is envisioned, industrial uses 
will take about 10 per cent, foreign needs the rest. So 
the blueprint of farm stability recites. 


Lend-Lease will exit this way: First, no more durable 
goods. Machine tools have already been dropped. Nat; 
urally, we don’t want a lend-lease built up of compet 





tive industries. Consumer goods will cease to be on this 
(tacit) give-away basis when private trade channels cat 
open. 
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Official thinking on the timing of defeat of Germany is 
sober, cautious. How long it will take depends not only on getting 
powerful invasion forces solidly established on the Continent but on 
whether thereafter they can promptly break loose in tactics of sweep- 
ing movement. 








Yet the tremendous emphasis on fool-proof preparation of 
the all-out attack makes for quiet confidence in the result. Present © 
consensus of unofficial "guess-estimates" is that Hitler may be through 
before snow falls again. 








Meanwhile, pending the acid test of battle, there is but a 
tenuous basis for forecasting even a few-months ahead on such 
matters as business and employment trends, election politics, etc. 














We can be sure, however, that until the invasions are successful there can be 
no big changes in the economic situation. No significant decline in total production, 
jobs, consumer income. No materiol increase in production for civilians. 
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agri: 
nctial Most _ important current shift in war-production program is big step up in 
oe emphasis on artillery, especially big guns. This, plus belated Army emphasis on draft- 


“con: ing men under 26 for the infantry, indicates that the tactical lessons of the disappoint- 














yhasis ing campaign in Italy have been taken to heart. Simultaneously there is some small 

ill be tampering off in output of some types of aircraft. 

1 de What happens in Europe in coming weeks will necessarily cast a big advance 
as re shadow over the November election. On all the evidence at present, it looks almost 
tion- sure that it will be Roosevelt versus Dewey, with the odds favoring the President and 
_a Commander-in-Chief. But, after all, few things are really certain in politics or war. 
— §00n 


a Willkie's withdrawal after the Wisconsin debacle was dramatic, but not spon- 
litare taneous. Those traveling with him -- his retainers, political and otherwise, and the 
ation press members who had his complete confidenc -- knew the blue chips were down in 
Wisconsin. Willkie labeled it a proving ground, accepted the results. 



































si Yet a man who garnered twenty-two million votes for the highest office in the land 

Con a short four years ago doesn't fade completely from the scene by a "local" defeat, 

vowal regardless of his own appraisal thereof. Question lingers whether Willkie on the 

ga inst sidelines can do more to determine the election outcome than Willkie as a candi- 

man: date. 

than eee 

ls to Votes slough away from the loser. That's inevitable. But polls conducted before 
his withdrawal show Willkie the possessor of strength -- tremendously important 

being | strength in a close election. 

more = 

al Republican politicians in the Capital say there is a percentage of Willkie 

ore vote that will follow his lead -- vote the way he suggests either in direct statement 

1 uses or in criticism of the G O P candidate's platform, not necessarily the personality. é 

st. So Their major concern is assessing the percentage of this vote -- the "vote" being taken to - 
mean the 1940 twenty-two millions. 

irable 

| Nat Will five million voters follow a disgruntled Willkie out_of the Republican 

mpeti camp? Will that many follow him into, say, the Roosevelt camp? If so, the election is 

rf a "in the bag" for the Democrats -- on a defection of less than 25 per cent of the Willkie 

7 1940 vote. 

TREE 
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But while the route to be followed by Willkie's supporters plagues the Republicans, 
the Democrats have a problem of their own: what will happen to the soldier vote -- 





the younger vote, which according to all dolls, was a large factor in choosing, 
perpetuating, the New Deal? 








The answer to that is as conjectural as is the answer to the G O P worry. And 
_there-is at least some respectable opinion in Washington still that F DR may not bea 
candidate for office. Their vague reasoning, however lacks conviction. 
A 





But whether the 1940 Roosevelt draft movement was self-managed or not, there's no 
doubt as to the authenticity of the one currently in operation. In contrast the Boom 
for Senator Harry F. Byrd of Virginia lacks the ring of sincerity. Perennial 
candidate -- his name has been before the last three conventions -- he hasn't yet created 
@ genuine stir. 








Byrd's backers add up to a conservativeness that makes Dewey and Stassen look 
parlor pink by simple comparison. His nomination would be regarded a repudiation of 
the New Deal and a surrender by thé convention to the section of the country that fought 
the Administration on which most delegates and their machines fattened. Those things 
do not happen in politics. 








But _a Byrd canflidacy, openly backed by men of the Senator Bailey type and en- 
courages by others who have opposed the President, is the instrument best calculat- 
ed_to cause F D R to decide he has no alternative to a fourth term.. 











Not since the Dred Scott decision (an important step toward the Civil War) has a 
Supreme Court ruling so disturbed the Southern states as the recent order that Texas 
Democrats may not foreclose their primaries to Negroes. 








It was the beginning, not the end, of litigation on that point. Educational and 
other tests already are being prepared. Southern governors and other political leaders 
have announced they will "take care of" the social problem -- and they have added an 
ominous "as we always have." 





At least one southern state would never have a white senator, congressman or 
governor if the Negroes only vote for persons of their own race. That.points up the 
problem, but does not describe it, as critics of ‘the high court ruling sees it. The rami- 
fications are more important, they say. 








Political implications too, are being read into the court's action. Only one 
justice voted against it -- Owen Roberts of Pennsylvania, a Republican appointee. 
The eight voting to open Texas (and, by establishing a precedent, all other) primaries 
were selected by F DR or, in the case of Harlan F. Stone, promoted by him. 





While the State Department and the Kremlin have been exchanging cross looks, 
the Treasury and Moscow have been conferring on postwar currency stbilization. 
A fiscal mission from the Soviet was in Washington for weeks before the fact leaked out. 











That the conversations take on major aspects is established by the assurance of the 
Treasury, when it finally condescended to speak openly, that whatever agreements are 
reached will be submitted to Congress for approval. That means action on the inter- 
national treaty level. 








The Treasury, it develops, first talked monetary stabilization with Great Britain, 
then moved in circuitous paths among other, and smaller, members of the United Nations 
whose views might color American talks with the Soviets. The fact that the Red 
financiers -- headed by Nickolai Chechulin -- have been called in, hints no over- 
whelming problem was encountered elsewhere. 
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Weighing Common Stoeks vs Bonds 
In Basie Investment Planning 


LAURENCE SPFERN 


BY 


Ix 1g2g—as every investor now knows by hindsight— 
common stocks were very dear and high grade bonds 
were very cheap. Today’s bond prices—not only top 
quality issues but also the average of second grade bonds 
—are far above 1929 levels. On the other hand, the 
average common stock is about 60 per cent below the 
1929 high. 

This great shift in investment status, in favor of bonds, 
had a double foundation: (1) the driving down of Gov- 
ernment-controlled money rates (which determine high 
grade bond prices and influence prices of all save specu- 
lative bonds) to the lowest levels ever known; (2) a con- 
siderable loss of investor confidence in common stocks (as 
compared with the over-optimistic 1926-1929 period, 
though not as compared with earlier times) partly as a 
result of depression losses, partly due to the emphasis on 
caution and uncertainty that one would expect in so 
turbulent a period of domestic and international change 
as that of the past decade. 

In illustration of the investment consequences of this 
shift in status, to obtain $1,000 of interest income today 
from corporate bonds of Aaa grade requires investment 
of approximately $36,500, as compared with about $e20,- 
800 in August, 1929, or an increase of roughly 80 per cent 
in cost. Against this, using Moody’s average of 200 com- 
mon stocks, it now costs about $20,800 to buy $1,000 of 
dividend income, as compared with $35,700 in August, 
1929, a decrease of about 43 per cent in capital cost. 

Otherwise expressed, to buy $1,000 of security income 
cost about $15,000 more in common stocks than in prime 
bonds in 1929, but today costs nearly $16,000 less, the 
total shift in capitalized value thus being $31,000. 

Human nature being what it is, we can be reasonably 
sure the present status will not last. The pendulum will 
swing back; perhaps moderately, perhaps extremely. The 
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general mood of investor caution will, in a changing 
psychological environment, give way to increasing confi- 
dence, hope and venturesomeness. ‘The required change 
of psychology is already in the making, and has been 
since the spring of 1942; but this confidence plant is still 
a far from robust seedling. It is subject to setbacks—pos- 
sibly some severe ones—from adverse “‘weather.” Never- 
theless, ahead of us there is peace, an economic basis for 
an extended period of good business activity, some degree 
of tax reduction, probably an adequately conservative 
political environment. Under such conditions, fewer and 
fewer investors would be content with safety first and 
gross yields of 2 to 3 per cent on their money. 

As investors become convinced that the post-war 
political-economic environment here sketched is reason- 
ably near at hand—which I think may well be the case 
substantially before the industrial reconversion period 
is completed—common stocks will increasingly—and prob- 
ably radically—gain favor; while fixed-income securities 
will be less favored. 

But while the present broad spread in yields was cre- 
ated both by rise in bonds and fall in stocks, it seems 
improbable that the coming narrowing spread will rep- 
resent the same pattern in reverse. Though some observ- 
ers disagree, I believe it unlikely that Government credit 
management—under any future administration—can be 
such as to permit high grade bonds to fall below par. If 
this view is correct, fixed-income securities priced by 
interest rates are now on a plateau from which they can 
not rise but from which no worse than relatively moder- 
ate longer-term decline need be allowed for. The yield 
spread will narrow predominantly because of higher 
prices for common stocks. 

The trend projected here will bring further price 
recovery in the lesser grades of bonds and preferred stocks 
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whose values are determined by earnings and confidence, 
rather than by prevailing interest rates. But it must be 
emphasized that such securities not only have price ceil- 
ings much less elastic than do equities, but also that to- 
day they are already much farther advanced in recovery 
than are equities. For example, the spread between aver- 
age yields of Baa bonds and Aaa bonds is now even 
slightly narrower than at the top level of security market 
confidence in the spring of 1937, whereas the spread be- 
tween common stock yields and yields of both Aaa and 
Baa bonds is now much greater than in 1937. For appre- 
ciation, therefore, the “percentage” in semi-speculative 
and speculative bonds and preferred stocks as a class is 
now importantly reduced, and is far inferior to the 
longer-term appreciation potentials in the common stock 
averages. 

Most investors are old enough to remember that in 
1919-1920, following the end of the First World War, 
bond prices suffered a severe decline—Government bonds 
dropping to the low ’8o’s and to a yield basis in excess 
of 51% per cent., while corporate Aaa bonds fell to a 
yield basis of nearly 614 per cent. 

This brings us to a kind of hush-hush subject: the 
question of how “good” Government bonds are going to 
be after this war. Since it is a fact that many people feel 
—and privately express—concern over this question, it 
would seem to me that to dodge public discussion would 
do more harm than good—especially since, at least in this 
writer’s opinion, there is no valid cause for concern. 

As compared with present standards, our participation 
in the last war was financed on a high interest rate basis. 
At the end of 1918, average Government bond yields were 
around 434 per cent. The bank credit strain that brought 
the bond market crisis of 1920 did not grow out of the 
war financing in any sense. As pointed out in an article 
in our April 15, issue, commercial bank loans at that time 
dominated the bank credit structure. The period, shortly 
following the end of the war, was one of excessive price, 
wage and inventory inflation. As a result of (1) expansion 
of bank loans and of currency circulation, and (2) of 
about a 10 per cent decline in 1919-1920 in the monetary 
gold stock—which at the end of the war was only around 
$2.8 billions—the Federal Reserve ratio of reserves to 
combined note and deposit liabilities declined to a criti- 
cal point. 

The total of Reserve Bank credit—around $2.5 billion 
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Market Cost of $1,000 of Income from Securities 


At 
August March Recent 
1929 1936 Prices 
Government bonds (partially tax- 
ROME) oc). Wioxicu cco vo. s oso ee $37,040 $55,250 
CORPORATE BONDS 
First Grade (Aaa). . .». 203830 30,400 36,500 
High Grade (Aa). . ... 20,000 28,010 35,340 
Medium Grade (A). . . 18,550 24,330 32,260 
Medium Grade (Baa). . eee ah 16,470 20,280 26,880 
ae ee PFD — 
0 High Grade.. : 19,690 23,580 25,380 
10 Medium Grade . 16,860 20,380 19,960 
10 Speculative. . 13,890 13,640 15,270 
COMMON STOCKS — 
125 Industrials. . voassee galpabo 33,330 21,740 
25 Rails... ..... A AEE 27,030 35,710 14,930 
25 Utilities. . téeecccee 22,220 18,180 
15 Banks. . sevcesewe Meppeae 27,030 27,030 
10 Insurance Co's. 38,460 27,030 25,000 
200 Stock Average. . 35, 720 30, 300 20,830 


(Source: All data in table desi Moody's monthly figures) 





at the end of the war—increased to $3.5 billion in 1920, 
and some 75 per cent of this represented bills discounted. 
The discount rate—3 per cent in 1917 and 4 per cent dur- 
ing most of 1918-191g—was boosted in successive stages 
to 7 per cent by early summer of 1920. Open market 
commercial paper rates (4 to 6 months) for a time ex- 
ceeded 8 per cent. The call money rate shot up to 11 per 
cent. In 1920, average daily dealers’ quotations on 91-day 
U. S. Treasury bills were 5.42 per cent., against a nearly 
nominal fraction of 1 per cent on such very short term 
obligations today. 

The ensuing credit deflation ran its course very quickly. 
Interest rates began to decline late in 1920, falling sharp- 
ly in 1921-1922. The outward gold flow reversed itself and 
by mid-1921 the monetary gold stock was larger than at 
any previous time. Prices of Government bonds by the 
end of 1921 had fully recovered to late 1918 levels, by 
1g24 were higher than at any time during the war, and 
the uptrend continued until early 1928 when another 
credit strain—this time originating out of excessive stock 
market speculation—began to develop. 

I cite the record to emphasize that the only investors 
who lost money in Government bonds—or other good 
bonds—after the First World War were those who were 
foolish enough to sell in a temporarily unsettled market. 

Again today—with large demands on bank credit, huge 
currency circulation and a small decline in the monetary 
gold stock—the Reserve Bank ratio of reserves to liabili- 
ties is declining and has been for some time. To view this 
with concern as portending a future credit-strain crisis 
and an upset in the high-grade bond market is wholly 
unwarranted. At any time deemed necessary by the Re- 
serve Board, additional reserves could be provided by (1) 
Federal Reserve purchase of government securities in the 
open market or (2) member bank borrowing from the 
Federal Reserve Banks or (3) reduction by the Reserve 
Board of member bank legal reserve requirements, or by 
any combination of these moves. Then, too, the Reserve 
Board has authority in the law to suspend the legal mini- 
mum reserve requirement should temporary emergency 
require it. Finally, the condition of declining reserve 
ratio will be self-corrective as war-time credit demands 
subside. 

Since Government bonds constitute the bulk of the 
assets of the commercial banks, a major part of the assets 
of the insurance companies, savings banks, etc., a large 
percentage of the liquid assets of corporations, and are 
held to a total of many billions of dollars by tens of mil- 
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lions of individual investors, the idea that they can be 
permitted to be subject to any important price fluctuation 
seems to me ridiculous. But since, with the exception of 
the war discount-savings bonds, they are marketable and 
without a formally fixed price, then obviously—consider- 
ing what is at stake—their “open market” price must be 
rigidly controlled by the sovereign power of the Govern- 
ment, through whatever methods or devices may be nec- 
essary. These bonds, in short, must—and probably will— 
remain the virtual equivalent of the dollars in your wal- 
let or in your bank deposit account. 

In your basic investment planning, therefore, the ques- 
tion involved is not the future prices of good grade bonds 
but, primarily, the probable purchasing power of the in- 
come derived therefrom, or, for that matter, from all 
fixed-income securities, including preferred stocks. 


Fixed Income Returns 


The purchasing value of fixed-income has, of course, 
experienced a substantial depreciation since the start of 
the war in 1939. In terms of the wholesale price index 
of the Bureau of Labor Statistics this has amounted to 
about 38 per cent to date. In terms of the “‘cost of living” 
index of the same Government agency it has amounted 
to 24 per cent., making the purchasing value of the 1935- 
1939 dollar about 81 cents today. This index is con- 
structed to reflect the typical budget of relatively low- 
income wage workers. Since the average investor has a 
budget in which necessitous spending is relatively smaller 
and fixed costs—insurance, for example—relatively larger, 
in his case the actual depreciation of purchasing value— 
excluding taxes, of course—is somewhat less than indi- 
cated by the above index but nevertheless is very sub- 
stantial. 

Moreover, it is questionable—at least for an indefinite 
number of years to come—whether the dollar can appre- 
ciate in purchasing value. Meanwhile, aside from a pos- 
sibly temporary and short period of selective price 
recession after the defeat of Germany, the weight of the 
evidence suggests that the early post-war years will prob- 
ably bring at least a moderate additional price rise. If 
we have active business, there would seem 
to be slight chance for any material de- 


wartime government financing and wage policies have set 
the stage for a much greater advance in prices than gov- 
ernment price control policies have allowed. 

“On the negative side are two other major arguments: 
First, that the wartime expansion in productive capacity, 
plus the ability to expand capacity rapidly, will make it 
possible to flood the market with goods and prevent 
rising prices, and second, that unemployment after the 
war will be so large that a free-spending psychology is 
unlikely to catch hold with the public. These arguments 
would not only deny the prospect of inflation, but would 
look toward falling prices after the war. 

“Basically, the argument is between two contradictory 
concepts of post-war business volume. If, as happened 
after the last war, there is a very active demand for goods 
and general confidence in the prospect for future income, 
the great volume of money and credit placed in the hands 
of individuals and enterprises by wartime government 
borrowing is likely again to circulate freely and generate 
pressure for higher prices. If, on the other hand, there is 
general reluctance to spend or invest money because of 
lack of confidence in what the future may hold, and if 
unemployment continues to be severe, the increased 
money supply can be sterilized by reluctance to spend. 
Higher prices are an almost-inevitable parallel of post- 
war prosperity; stable or lower prices can only be ex- 
pected, in the early post-war years, at least, in conjunc- 
tion with depressed business activity. The argument that 
a great expansion of the circulating medium such as we 
have had since 1940, can be followed by a great boom in 
physical volume without an increase in prices flies in the 
face of history. 

“The following analysis leads to the view that both the 
physical volume of business activity and the general price 
level are likely to be substantially higher post-war than 
pre-war. These six conclusions are reached: 

‘(1) After World War I, prices generally rose from 
25°> to 30% in one year from 1gtg to 1920, and 
averaged, over the entire 1921-1929 period, more 
than 40% above the pre-war level. 

The monetary pressure behind prices is greater 
during this war than (Please turn to page 106) 
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cline in present hourly wage rates—which 
are out of line, on the high side, with 
prices which the Government has con- 
trolled reasonably well); and the only 78 
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alternative to deflation of wage rates, 
whose rise has increased production costs 
to a point that would be unsupportable 
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on normal civilian business, will be price 150 
rise. 

On this point of post-war prices and the 
cost of living I submit the following well- 125 








reasoned summary recently made by the 
Economic Research Committee of the 
Westinghouse Electric & Manufacturing 
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“There are two major reasons for ex- 

pecting prices after this war to be substan- tL 

tially above prewar levels, and quite os - - r - iyT 

possibly above current levels. First, past il + 


experience shows that both during and 
after World War I prices did rise strongly; 








SaaS Se SSS AS SA SS SSS SSS 





wholesale prices stabilized during the mid- 
dle and late ’20’s at a level 40% above the 
1915 average, while the cost of living aver- 
aged 70% higher than in 1915. Second, 
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In rerNaATIONAL HAR- 
VESTER and Allis-Chalmers have 
started their post-war work, in part, 
in the making of farm machinery. 
This industry at no time during the 
war period had completely suspend- 
ed its normal work, as had been the 
case in a number of other machine 
making businesses, as food is part 
of war and the raising of farm prod- 
ucts cannot be suspended even in 
small part. The farmer had to be 
given more machinery, and, in re- 
cent months, this output has been 
increased. It probably will be boosted further this year. 

There was also some decrease in the needs of certain 
war machines, as is explained in the 1943 report of Inter- 
national Harvester, as a reason why more farm machinery 
could be produced “because of the changing needs of 
war, before the year was half gone the tank contract had 
been cancelled, the half-track schedules had been greatly 
scaled down and, on the other hand, the Government had 
substantially increased the quotas for farm equipment 
production and asked manufacturers to speed up that 
production.” 

The need for food is growing greater. Scarcities of corn 
and grains used for animal feed are quite serious. None 
too much wheat is available. So, it is to be expected that 
even if the war is prolonged, there will be higher and 
higher quotas for the production of farm machinery and 
implements. Nor will the ending of the war find the 
demand for these products filled and a lull in their mak- 
ing follow, for only the most essential replacements and 
new deliveries are included in the Government release of 
the materials needed in this production. Tens of thou- 
sands of replacements will be needed in the United States, 
when they are available. 

The demand for food, and most particularly for grains, 
seems certain to continue at a very high rate for some 
years. The United States will have to join in feeding 


Editor’s Note: 


78 


This is the third of a 
series of articles on industries we believe 
most promising from an 
speculative point of view. From each, 
two stocks will be selected: one, our con- 
servative choice for income and appre- 
ciation; the other, our choice for more 
speculative investment. For guidance on 
timing of purchases, follow the A. T. 
Miller market analysis in the forepart of 
each issue of this publication. 


No. 3—Farm Equipments 


Our Two Stock Selections: 


International Harvester; Allis-Chalmers 


BY WARD GATES 


much of Europe for at least a full 
year after the war ends, and that 
will require a vast amount of acre- 
age to be planted and the required 
farm equipment will be of large 
volume. Also, Europe will have 
need for machinery and _ imple- 
ments from this country for its first 
harvest, at least, as a great amount 
of this equipment that. existed be- 
fore the war has been destroyed or 
has been damaged. There was al- 
ways a fairly large export business 
in this field, to all parts of the 
world, and this has been held to a minimum for four 
vears. 

International Harvester, as the leader in the farm 
equipment industry, and Allis-Chalmers, as the second 
strongest in this field, have possibilities for several years 
of very active business, after the war; and during its con- 
tinuance, both companies should continue to show sub- 
stantial profits. When the keen demand for more and 
more food to replace the shortages of years of warfare has 
been filled, there is still a big market ahead for farm 
machinery, as the next generation of farmers will be far 
more mechanized-minded than any before, and the inno- 
vations and improvements will lead to the replacement of 
obsolete equipment, periodically. Both companies are 
also in other lines of business which have promise for 
important growth after the war is over. 

The favorable outlook for the farm machinery com- 
panies has been recognized in the stock market and sev- 
eral of these stocks seem to have discounted their future. 
more than is current in some other parts of the list. On 
yield, for example, neither Harvester nor Allis-Chalmers 
gives a high return to the investor, nor is there an indica- 
tion of an early increase in the dividend rate on either 
of these stocks. ‘Therefore, it may be that a more favorable 
buying opportunity may develop in the market for them 
in the period when the war is near its ending, or soon 
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after its ending, even though the longer term market out- 
look for both stocks appears to be very promising. 

The principal war work of both companies is much in 
line with their peace-time activities, and that will mean 
only short delays in converting the plants from such work 
to their post-war needs, with some parts of both com- 
panies’ output now for civilian use, or of exactly the 
same production as for civilian use, and this part of the 
business of each will go right on without delay when the 
war ends. International Harvester had been doing a 
large amount of tractor work for the armed forces, espe- 
cially tractors to haul guns, which is one of the divisions 
which will go on much the same in making tractors for 
farm and other uses, when Government orders are fin- 
ished. It had been making heavy tanks, but that is largely 
discontinued now. Power generators for the services are 
not much different than those used in civilian life. Motor 
trucks for the Red Cross, ambulances, etc., are just special 
models from the large peace-time work of this company’s 
motor truck division. Allis-Chalmers is making many 
electrical and turbine products for the Armed forces, 
much in line with its normal work, also gun slides, mount 
and breech blocks, steam turbines for ships, compressors 
and other machinery for armament factories, supercharg- 
ers for Flying Fortresses and electrical control devices. 

As has been stated above, a long period of great activity 
is expected in the making of farm machinery after the 
war, but Allis-Chalmers seems to have more “irons in 
the fire” for its future growth ‘than has International 
Harvester. It is true that Harvester has its motor truck 
and tractor business, outside of those for farm use, owns 
iron and coal mines and other sources of raw materials, 
but it might be said that it covers only two distinct lines 
of business. Allis-Chalmers, on the other hand, is eight 
or ten businesses in one. There are farm implements, 
electrical equipment, turbines, mining and smelting ma- 
chinery, lumber mill and logging machinery, flour mill 
machinery, hydro-electric pumps, a wide variety of oil 
and gas engines, road building machinery, cement mill 
machinery, and several other individual lines. 

Allis-Chalmers produces a very large part of the entire 
mechanical equipment of non-ferrous mines, and in 
smelting and refining plants, including electrical equip- 
ment. ‘he same holds true of the logging industry, trom 
the log conveyors to saw mill machinery. It is said to 
have sold more gas turbines than all other companies 
combined, with the future of this line expected to be 
important in aviation, as it has been in oil refining, 
while a 5,000 horsepower gas turbine railroad locomotive 
has been designed by the company for future use on 
railroads. 

It has been in the agricultural machinery field that 
Allis-Chalmers has made its largest gains in recent years, 
however, and this field has the greatest promise for the 
future. It had been in some of the other activities for 
over seventy years, but it entered the farm implement 
field less than fifteen years ago, and progressed rapidly 
in these lines up to the time it had to convert a good 
part of its output to war goods. These products include 
drag harrows, disc plows, field cultivators, grain drills, 
budders, tractors, and a large assortment of small imple- 
ments. International Harvester always had been in this 
field and the harvesting machinery, reapers, binders, etc., 
have been known for generations. 

On capitalization factors, some advantage lies with 
International Harvester. It has no funded debt or “V” 
loans. Allis-Chalmers has a $15,000,000 debenture bond 
issue, but this is to be retired in the next few weeks from 
the proceeds of the recent sale of new preferred stock, 
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but it also had $50,000,000 bank loans at the end of 1943 
and while this “V” loan will be taken care of by the 
payment for war goods as they are delivered to the Gov- 
ernment, it is still a temporary handicap to the com- 
pany as something which has to be paid off. The Har- 
vester financial position has been so much stronger that 
it has been able to finance its war work without more 
than very-temporary use of bank funds, which were 
quickly returned as the work was paid for. Furthermore, 
the great expansion which may be seen after the war 
in the farm machinery and other sales of Allis-Chalmers 
may necessitate some other temporary borrowing to pro- 
vide more working capital. 

Early in April, Allis-Chalmers offered its common 
shareholders the right to buy a new $4 cumulative con- 
vertible preferred stock, par $100, on a basis of one share 
of this preferred for each six shares of common. As the 
rights sold well above $1 each at times, and as the new 
preferred went to a high of above 109 before it was issued, 
this gave the stockholders an opportunity to have con- 
verted the rights into cash or to have sold the new pre- 
ferred at a profit, and in effect increased their possible 
return on the common stock this year. A total of $29,- 
601,500 in new preferred stock was subscribed to. The 
annual dividend needs for this preferred will be $1,184,- 
060, while $600,000 annual interest on the bonds which 
are to be redeemed will be saved, and the company has 
gained nearly $14,000,000 in new working capital from 
the proceeds of the preferred after allowing for the bond 
redemption. The new preferred stock is convertible for 
common on a basis of one share of it for two and one- 
half shares of common. If the preferred were selling at 
110, the common would be at a conversion basis at 44. 
It seems reasonable to expect that the conversion price 
mav be reached on the common in future markets. The 
preferred is callable at 104. 





THE STATISTICAL BACKGROUND 


International Alllis-Chalmers 
Harvester Manufacturing 
CAPITALIZATION 
UII oe aeccanscedcsmenanncnes None $15,000,000(a) 
ebdentures 
50,000,000 “V" loan 

Pealesiadl Sable OF GENS «sé. ciscccciccnccsences $81,672,400 (b) 
Common stock at market value.............. 297,199,130 


44,400,070 
4,245,709 shares 1 Dee sy shares 


at at 
(a) The debentures are to be retired on May 18. (b) $29,601,500 par value preferred was 
issued on April 12, 1944. 











IMEOQIAE ACCOUNE ec ccccccccccesscce Year to Year to 
Oct. 31, 1943 Dec. 31, 1943 
Ce  CECCETCCTE EEC ORC CCT COLETTE $448,035,041 $295,996,434 
CoRR og oo vc cnc cnsccadascucexs 48,742,944 47,037,635 
Federal taxes (after postwar refund).......... 24,550,000 34,750,000 
Net earnings (after reserves, credits, efc.)..... 25,692,944 8, 3 
PRAISING GINIGOROEs 66 cccccccccecasccccoes 5,717,068 (see (6b) above) 
Balance [oF COMMON. «2 ccccccccccccceses 19,975,876 8,006,369 
% of operating profit to gross............-. 10.9% 15.9 
% net earnings on total capitalization........ 10.2% 10.9% 
Earned on common per share............-++ $4.70 $4.51 
Earned on common, % of market price...... 6.7% 12.9% 
Ratio of gross revenues to total market value of 

Cond ccccnccccknerecoscessssces 6.6 to 1 6.7 to 1 
1936-1943 average net per common share.... $4.40 $3.02 
1936-1943 average net % of recent market 

GR tadisc dees coscuaescccersciannnas 6.3% 8.6% 
Dividend rate on common............-0+6. $2.50 $1.25 
Dividend yield on common..............+. 3.6% 3.6% 
BA AING Ee Sr nico siicicccccacscestes Oct. 31, 1943 Dec. 31, 1943 
CRIN ooo occas dnnecctucecdcexcswa $173,692,963 $35,936,169 
NOMENON oc ccccttacecccacencceeds 71,890,128 38,958,429 
Ne craw accceecasessaecdcuasis 142,151,208 79,205,788 
EE MER Ss cov ivcucvccewccdcensee 387,734,299 157,833,037 
Total current liabilities... ..............005 87,214,859 59,089,861 
Cl Arr cre 300,519,440 98,743,176 
Current ratio..... a Aaa aaa . 4.5to 1 2.7to1 
Net tangible assets ilable for total capitali- 

BME dcdenewacueees eScesececscsces $448,204,527 $88,431,500 
Cash assets per common share*............. $21,68 $11.78(c) 
Net current assets per common share*........ 52.11 47.1 5(c) 
Book value per common share.............. 67.50 36.75 
Net tangible assets per common share*...... 6.3 49.7% c) 


86.30 
an a deducting par value of preferred in case of Int. Har. and of bonds in case of 
s-Ch. 
(c) Without deduction for the ''V" loan. 
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International Harvester has nearly 234 times as much 
preferred stock outstanding, with $81,672,400 of it, par 
$ioo. It is non-callable, has a 7% dividend rate, and 
sells near the 175 level. The annual dividend require- 
ments are $5,717,068, or approximately four times the 
dividend needs for the new Allis-Chalmers preferred. 
Hence, when the bonds and “V” loan of Allis-Chalmers 
have been paid off, if no other financing has been done 
in the meantime, Allis-Chalmers will have nearly $4,600,- 
ooo less prior deductions from net income before common 
dividends than will International Harvester, which is an 
item which may be quite important in future years. 


International Harvester also has a much larger issue. 


of common stock. The 4,245,709 shares of no par com- 
mon are nearly two and a half times the 1,776,002 shares 
of Allis-Chalmers no par common. If all of the latter’s 
preferred is converted into common, it will increase the 
total to 2,516,040 shares, or more than half of the Har- 
vester stock. 

In earnings, Allis-Chalmers made a better showing be- 
fore taxes in 1943 than did International Harvester, for 


double that of the other. Furthermore, Harvester had 
added to its net income $1,500,000 as a deduction from 
previous reserves for losses on inventories. This item 
added 35, cents a share to the earnings on the common 
stock. On the other hand, Allis-Chalmers deducted 
$2,500,000 from its net earnings for inventory, post-war 
adjustment, and other contingencies, this sum equalling 
$1.18 a share on the common stock. With these special 
items eliminated from the 1943 income account, the earn- 
ings of Harvester on its common would be $4.35 a share 
and those of Allis-Chalmers $5.69 a share. 

Looking back into previous years, Allis-Chalmers did 
not give as favorable a comparison. Thus in 1942, Har- 
vester earned $4.95 on its common against $3.34 for 
Allis; the 1941 earnings were $5.87 for Harvester, $3.23 
for the other. The average for 1939-1943 was $4.03 for 
Harvester and $3.20 for Allis-Chalmers. The 1936-43 
average was $4.40 for Harvester and $3.02 for Allis, with 
Harvester doing particularly well in 1936 and 1937. 
Going back to the early 1930s, both companies had defi- 
cits in several years during the depression. A twelve 





The post-war demand for all types of agricultural equipments will be enormous. 


the former company had 15.9% of its gross left as oper- 
ating profit and the latter only 10.9%. Furthermore, if 
certain deductions of income were made in the Harves- 
ter report, it’s actual profit from operations alone was 
$46,136,618, or slightly less than that of Allis-Chalmers, 
while Harvester had 50% larger gross. Before arriving 
at the operating profit figure, $6,246,669 was deducted 
from the Harvester and an undisclosed sum from Allis- 
Chalmers figures for depreciation. The taxes of Allis- 
Chalmers were much larger, being $34,750,000 for Fed- 
eral payments against $24,550,000 charged against Inter- 
national Harvester income in its 1943 fiscal year. Har- 
vester earned its preferred dividend 4.49 times, or $31.46 
a share on that stock. If the Allis-Chalmers preferred 
had been outstanding in 1943 and its debentures had 
been retired, the net income for the year would have 
equalled 7.27 times the dividend requirements, or $29.07 
a share on the preferred. 

The balance available for dividends on the common in 
1943 was nearly equal for the two companies, with $4.70 
a share for Harvester and $4.51 a share for Allis-Chal- 
mers, and in view of the fact that the former common 
sells about double the latter, the proportion of earnings 
to market price of Allis-Chalmers of 12.9% was nearly 
year average for 1932-1943 showed Harvester at $2.85 a 
share earned on its common stock and Allis-Chalmers 
$1.70. 


80 


The exact proportion of Government business in war 
goods and normal production in 1943 is not available 
in either report, but if it is assumed that each did about 
the same proportion, it would look as if Allis-Chalmers 
had its costs under much better control last year than the 
other did, and the conclusion might be drawn that Allis- 
Chalmers may be making a flying start towards its post- 
war earning power. 

In examining the income record of both companies, it 
might also be noted that the International Harvester 
net earnings of $7.11 a share on its common stock in 
1929 was not duplicated again in any later year, with the 
nearest approach being $6.31 a share in 1937. Allis-Chal- 
mers net of $3.78 a share in 1929 was exceeded in 1937 
and again in 1943. In 1929, this company was a negli- 
gible factor in the farm equipment field, but it had 
become its most important activity in recent years. 

The dividend record of International Harvester has 
been one of greater liberality to common stockholders 
than that of the other. It has paid an average of $2.10 
a share for the past twelve years against $1.14 a share for 
Allis-Chalmers common. For the five years 1939-1943, 
Harvester averaged $2.40 and Allis-Chalmers $1.30. ‘The 
1943 rate was $2.50 for the larger company and $1.25, for 
Allis-Chalmers. Thus far in 1944, Harvester has paid two 
dividends of 50 cents each and Allis-Chalmers one of 25 
cents. (Please turn to page 104) 
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Tue pronounced liking of the public for low-priced 
stocks has no doubt a sound basis in logic. A speculator 
can profit substantially in the long run from such com- 
mitments which possess an inherent arithmetical advan- 
tage arising from the fact that they can advance so 
much more than they can decline. It is commonplace 
that an issue will rise more readily from 10 to 40 than 
from 100 to 150. This is due in part to preference of the 
speculative public, usually partial to low-priced issues 
which therefore normally enjoy a far more active market 
than higher priced equities. But it is also true that in 
many cases a low-priced common stock gives the owner 
the advantage of an interest in, or “call” upon, a rela- 
tively large enterprise at a relatively small expense. 

Yet it is a regrettable fact that most people who buy 
low-priced stocks lose money on their commitments. ‘The 
reason is that they often buy the wrong kind: that is, 
the kind which does not provide the real advantages of 
this type of security. It may be either because the com- 
pany is in a poor financial position or because the stock 
is low-priced in appearance only but actually represents 
a full or excessive commitment in relation to the size of 
the enterprise. A genuinely low-priced stock will show 
an aggregate value for the issue which is small in rela- 
tion to the company’s assets, sales and past or prospective 
earnings. 

Many buyers, in their penchant for “cheap” stocks, 
frequently overlook this. No harm may be done, of 
course, in the case of a short-term trading commitment. 
But if acquired as a speculative investment, the pur- 
chaser sooner or later comes to grief. 

In many instances, a supposedly cheap stock registers 
a very high valuation for the company compared with all 
parts of the financial exhibit. On the other hand, where 
an equity is genuinely low-priced, we often find neither 
pressure to sell nor an effort to create a market. Hence 
the issue remains inactive and attracts little public atten- 
tion. This frequently explains why the public so often 
buys the wrong kind and ignores really promising 
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opportunities in the low-priced field. 

The majority of low-priced equities are speculatively 
capitalized, or rather, they are low-priced because of their 
speculative capitalization which may cause valuation of 
the total enterprise at an unduly low figure, especially 
in times of poor earnings. Such capitalization is often 
marked by a relatively large amount of senior securities 
and a comparatively small common issue. Where this is 
the case, partiality should be shown to companies where 
most of the senior capital consists of preferred stock 
rather than bonds which removes or minimizes the dan- 
ger of extinction of the junior equity through default in 
bad times, thus permits maintenance of the position 
until earnings perk up. 

There are, of course, other reasons which may be 
responsible for low valuation of a common stock; they 
all must be considered, where pertinent, in appraising 
a potential bargain value, or otherwise. Frequently we 
find that high production costs have the equivalent effect 
of a speculative capital structure even where such does 
not exist. Highly competitive conditions in any given 
industry or declining demand trends, precluding satis- 
factory earnings, may also explain the apparent “cheap- 
ness” of a stock, as may purely financial factors such as 
inadequate working funds which may severely impede 
a company’s operations. 

In the strictest sense, true bargains should perhaps 
have the following fundamental characteristics: (1) the 
stock should sell below liquid asset value; (2) there 
should be no danger of asset dissipation; and (3) the 
company formerly should have had satisfactory earnings. 

As every bargain seeker knows, issues conforming to 
these requirements, and inherently sound, are none too 
plentiful and the popularity which low-priced specula- 
tive stocks enjoyed on the recovery since the spring of 
1942 has further reduced their number or impaired their 
status as really low-priced equities. Hence wise selection 
and realistic appraisal of values has become even more 
imperative. 
































Continental Eureka Reynolds 
Amalg. Leather Motors Vacuum Spring Willys-Overland 

Market price of stock... ........ cc cece ce cece 3 534 7 9 8 
No. of shares outstanding..................... 349,800 3,000,000 232,919 290,000 2,184,258 
Total market value of common................. $1,149,400 $17,250,000 $1,630,433 $2,610,000 $17,474,064 
Preferred stock at par... ..................4-. $2,215,000 _—_— $1,955,760 
Preferred stock at market..................... $1,594,000 —— $2,738,000 
Funded & long term debt..................... a a 
SASS LOMO) 6 Sosecc cies eecsecdsissecsccese SQGRROCO N.A. $7,211,000 $8,917,000 $167,755,000 
COC CE C2 ©) tte St irre ae $566,712 $6,017,200 $444,500 $353,947 $3,010,900 
For period of past eight years (pre-war): $10,908,000 $3,847,000 $6,212,000 $30,268,000 
DST CC) ae ee $4,819,000 $611,000 $318,700 $612,300 $726,000 
Maximum net earnings. ................0.005- $303,000 $0.20 $1.32 $2.72 $0.14 
PASXIMUIN NEU DER ENOTES. «5c. occ ce ceecnes aes None 
NVOIINGICADIE 625.6 Soci vicis ec cecicsetssses SQAG0G0 $7,290,000 $1,352,000 $1,277,000 $9,739,000 
Net tangible assets... ....................... $3,618,000 $14,613,000 $2,319,000 $3,076,000 $21,144,000 

balance sheet items 

as of 10/31/42, 

latest available. 
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In present-day markets, values depend perhaps entire- 
ly too much on what a given company may earn in the 
future. While this is always an important criterion, it 
would be wrong, and costly in the long run, to exclude 
other and perhaps equally vital considerations. To illus- 
trate this, we have prepared a number of statistical 
analyses of low-priced common stocks for discussion in 
this article. 

Take, for instance, the statistical exhibit of Maytag 
Co., a leading manufacturer of washing machines. Mar- 
ket valuation of the common stock issue barely equals 
net tangible assets, normally an unduly low ratio but in 
this case the reason lies no doubt in the company’s highly 
irregular earnings record. The latter in turn is the result 
not only of competitive factors within the industry but 
of the preemption of earnings by the outstanding pre- 
ferred stock, leaving little for the common except in years 
of exceptionally good business. Market valuation of the 
combined common and preferred issues is over twice net 
tangible assets, as is the liquidating value of the pre- 
ferred stock alone. Nor can valuation of the common 
be said to be modest in relation to size of the enterprise 


ly competitive field. From a quantitative standpoint, 
the stock not only looks but is cheap; from a qualitative 


viewpoint, it is highly speculative. While, in view of 
the company’s erratic earning record, the stock cannot 
be regarded a “true bargain,” it appears, at 7, relatively 
cheaper than Maytag at 55. 

In view of the excellent post-war prospects generally 
attached to the automobile industry, we have included 
in our analysis a number of iow-priced automotive 
issues, some of which enjoyed considerable speculative 
favor in recent markets. Among them is Packard Motor, 
now an important war producer, showing sharp im- 
provement in working capital as a result of large cash 
income from that source. Post-war earnings prospects 
should be at least fair, with additional income accruing 
from the aircraft engine field ir, which the company 
plans to become a permanent factov. Past earnings have 
been small, partly due to cyclical and competitive influ- 
ences but even more due to the large number of com- 
mon shares outstanding, resulting in severe dilution of 
profits even in prosperous times. On basis of highest 
pre-war per share earnings of 47¢, the common at 4 now 






































Maytag Hayes Mfg. Hupp Motor Packard Motor Interlake Iron 
Market price of stock . . nt ee en ee 5% 25% 1144 4 734 
No. of shares outstanding. . dither cces 1,617,921 874,853 1,658,291 15,000,000 2,000,000 
Total market value of common stock. $9,084,000 $2,292,100 $2,487,000 $60,000,000 $15,500,000 
Preferred stock at par. 2 .. $3,486,000(a) _ ——— 
Preferred stock at market. . : $12 777,000 ——- —_——. ——~ 
Funded and long term debt. . ae 
Sales (1943 = sepa diae aleiae 20 visless SM Sp BORORO $19,272,000 $5, te $341,000,000 $39,885,000 
Net earnings (1 943). Pere reererrrs co’ $821,000 $2 $4,754,000 $1,064,000 
For period of past veh years ant weed 
Maximum sales. . ie . $16,900,000 $2,760,000 $7,196,000 $100,817,000 $25,528,000 
Maximum net earnings . cs ba scasies aorediecnes | A BIOOO Deficit Deficit $7,053,000 $2,406,000 
Maximum net per share... .................0- $1.03 None None $0.47 $1.2 
W orking capital. . $5,951,000 $2,052,000 $645,000 $32,754,000 $14,344,000 
Net tangible assets. $9,306,000 $3,285,000 $1,150,000 $55,517,000 $47,418,000 


(a) Stated aliens liquid. aor $18. 16 ol. 





generally, based on past business volume. Selling over 
book value of about $3.60, Maytag common, while low- 
priced, does not appear to be cheap and from an over- 
all viewpoint, the current market price of 554 can be 
said to represent a fairly full commitment. Future earn- 
ings potentials rest, of course, in the substantial deferred 
demand for the company’s output which should permit 
fairly good returns for some time after the war. This 
prospect, however, is modified by competitive factors— 
important in this field—and the company’s speculative 
capitalization. Success of promotional activities will im- 
portantly determine post-war sales volume in a highly 
competitive business. Should Maytag be able to recover 
its former trade position, the stock may go places. But 
since this is open to great doubt, there is no valid reason 
for paying more for the stock than warranted by realis- 
tic appraisal of future prospects. On the latter basis, 
the stock appears adequately priced, thus represents 
no bargain. 

By contrast, the common of Eureka Vacuum Cleaner 
Co., a company with roughly similar post-war prospects, 
looks definitely cheaper on a statistical basis. Selling at 
7, total valuation of the common stock issue fails to 
equal net tangible assets and exceeds working capital 
by only 12%. Altogether, it represents a fairly modest 
valuation of the enterprise. The reason for this is doubt 
over the company’s ability—despite existing deferred de- 
mand—to earn fairly sustained and good profits in a high- 
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sells about 12 times earnings, a rather high ratio consid- 
ering the imponderables inherent in the company’s out- 
look. Statistically, too, the stock is not cheap. Total 
market valuation exceeds net tangible assets by only a 
small margin but represents about 60% of maximum 
pre-war sales. Book value is $3.50 per share, net current 
asset value over $2. Yet the current market price of 4 
appears fairly high if total valuation of the common 
issue, $60 million, is viewed against all parts of the finan- 
cial exhibit, especially prospective average sales volume. 
The price, in effect, fully discounts the prospects of 
matching the company’s best pre-war performance. 
High war-time earnings and volume of Willys-Over- 
land must naturally be completely ignored in appraising 
the equity of this company. Post-war prospects at best 
are uncertain. At 8, the common sells at about book 
value, rather a full commitment for a company which 
for years failed to emerge from the deficit stage. Finan- 
cial position and liquidity has improved considerably 
due to war-time earnings, and popular fancy no doubt 
is inclined to connect the “Jeep,” most outstanding war 
contribution of Willys-Overland, with relatively favor- 
able post-war potentialities in the low-priced automobile 
field. Such hopes may well come true but at present lack 
concreteness. Rather, with a company of this type, there 
is always the possibility of dissipation of assets and the 
latter are already fairly well covered by current common 
stock valuation which must be regarded quite sizable in 


THE MAGAZINE OF WALL STREET 





relation 
additior 
further 
stricted 
shares. 
more al 
Even 
elling ¢ 
per shai 
the com 
angible 
even at 
This po 
dal circ 
what im 
after the 
1 purely 
despite 3 
Hayes 
war defi 
count in 
Hreally lo 
25% cc 
yaluatio. 
working 
ungible 
ive, hav 
tistical b 
result me 
Moderat 
stances, 
ompany 
waft equ 
plant in 
dement ° 
nthe a 
back on 
below av 
Sparks 
ated as F 
nbove bo 
lavorable 
the com1 
business 
net tang’ 
Growing 
proved p 
pears adi 
perates 


———————- —_. 


Market pris 
No. of shai 
otal marke 
Preferred st 














or- 
ng 
St 


ch 


relation to the company’s normal size and operations. In 
addition, there are arrears on the preferred stock which 
futher limits the appeal of the common, already re- 
wricted by virtue of the large number of outstanding 
shares. As a radical speculation, the preferred stock has 
more attraction than the common. 

Even less promising is the outlook for Hupp Motor, 
gelling at 114 compared with book value of about $3.30 
per Share. Even at the former low price, valuation of 
ihe common stock issue, over twice the amount of net 
angible assets, appears excessive for a concern which 
even at maximum pre-war sales ended up with deficits. 
This poor showing was due of course to a variety of spe- 
cial circumstances. ‘Though the company’s affairs some- 
what mproved since the war, recurrence of difficulties 
after the war is quite possible. But apart from that, on 
i purely statistical basis, the stock is certainly not cheap, 
despite its low price. 

Hayes Manufacturing Corp., with a long line of pre- 
war deficits ever since it lost its important Chrysler ac- 
count in 1929, might on the other hand turn out to be a 
Freally low-priced situation. The common currently sells 
at 234 compared with book value of roughly $3.60. Total 
valuation of the stock issue is only about 10% more than 
working capital and represents only two-thirds of net 
ungible assets. Finances, while not particularly impres- 
ive, have improved since the war, and on a purely sta- 
iistical basis, the stock looks somewhat underpriced, the 
result no doubt of the company’s drab pre-war record. 
Moderate undervaluation alone, under such circum- 
stances, has of course no particular appeal. But the 
company’s branching out into new fields including air- 
aft equipment and metal stamping, and considerable 
plant improvement during the war adds a qualitative 
‘ement which together with the expected post-war boom 
in the automobile industry may help put the company 
tack on its feet. The price risk, at any rate, appears 
velow average. 

Sparks-Withington in many respects is similarly situ- 
ited as Hayes Mfg., but the stock, selling at 5 or slightly 
tbove book value, is definitely not cheap despite a fairly 
vorable working capital position. Total valuation of 
he common issue is fairly high relative to size of the 
jusiness and pre-war operations, and slightly exceeds 
net tangible assets. Past earnings were poor and erratic. 
Growing diversification in recent years may imply im- 
proved post-war prospects but this for the moment ap- 
pears adequately discounted. The company normally 


producer of automobile parts and radios, it later in- 
cluded a full line of radios and refrigerators but pres- 
ently is completely in war work. Selling about ten times 
maximum pre-war earnings, the common, of which a 
rather large number is outstanding, represents a fairly 
full commitment at present market price. 

Among low-priced issues, perhaps one of the most ex- 
pensive is Radio Corporation common. Total market 
valuation of the issue is in excess of best pre-war sales 
volume and represents about 84°%, of net tangible assets. 
In addition, preferred stock with a market value of $64.8 
million and liquidation value of $90 million is out- 
standing. This represents a truly speculative capitaliza- 
tion. Its effect is enhanced by heavy development ex- 
penses and large manufacturing overhead which in the 
past helped keep net earnings low despite steadily grow- 
ing business volume. The common is an excellent ex- 
ample of an expensive low-priced stock. 

The common of Reynolds Spring, selling at g, some- 
what below book value of $9.60, on the other hand repre- 
sents a more promising speculative investment. Total 
valuation of the stock issue is less than net tangible as- 
sets, and less than half of maximum pre-war sales. Sta- 
tistically, the stock is definitely cheaper than Radio sell- 
ing at 93%. Post-war business prospects are favorable; the 
company, second largest maker of upholstery springs 
for the automobile industry, should do well when manu- 
facture of automobiles is resumed after the war. Selling 
about four times maximum pre-war earnings, the stock 
at the current price presents a moderate commitment 
on company prospects. 

In an entirely different field, Goebel Brewing, selling 
at 354, somewhat over book value of $2.50 per share, ap- 
pears rather high-priced in view of the company’s un- 
stable record, the result of keen competition in its prin- 
cipal marketing area. With a relatively large number 
of shares outstanding, total valuation of the stock issue 
exceeds net tangible assets and represents about 64°% of 
maximum pre-war sales volume. Current valuation re- 
flects present high war-time volume rather than longer 
term prospects and must be regarded a fairly full com- 
mitment in relation to the size of the enterprise and long- 
er term earnings potentials. 

Continental Motors has attraction as a low-priced 
speculation, not so much on purely statistical grounds as 
on promising future prospects. While operations will be 
sharply deflated after the war, improved operating efh- 
ciency and growing diversification should make for satis- 


























erates in a highly competitive field. Formerly a small factory returns. Thus on a (Please turn to page 104) 
Walworth Co. Sparks Goebel Radio Bucyrus- 
Withington Brewing Corp. Erie 
mat price of stock . 854 5 3% 93 9 
No. of shares outstanding. . 1,358,758 900,674 1,387,750 13,881,016 1,235,219 
otal market value of common stock. . $11 ‘712, 500 $4,503,370 $5,025,650 $130,065,000 $11,116,971 
referred stock at par. $619,120 $363,700 —— $14,574,000(a) $5,546,500 
Preferred stock at market. AERTS RES ir: $557, 200 $327,330 —— $64,859,000 $6,544,000 
rs ia coy cay eee $4,879,500 —— — 7 -— 
bles (1943)... $62,125,000 $20,014,000 $9,704,000 $294,535,000° $14,887,000(a) 
et earnings (1943) $2,233,600 $596,200 $438, 400 $10,192,000 $2,104,0 
or period of past ‘aes years (or. — 
ee cectesee $87,427,800 $6,892,000 $7,807,000 $120,600,000 $19,416,000 
ximum net earnings. . a Ga eben eieenates, — Sino $466,000 $1,344,000 $9,113,000 $2,507,000 
jaximum net per share $0.80 $0.49 $1.02 $0.50 $1.71 
$7,364,000 $2,624,000 $763,700 $115,335,000 $14,359,000 
et tangible assets . $15,309,000 $4,384,000 $3,489,000 $153,465,000 $22,166,000 
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(a) Stated value; 
liquidation value 


is $90.08 million 


(a) Gross Income 


83 








Arrer a quarter century of phenomenal growth and 
development, the chemical industry has reached another 
landmark. The inter-war period, between World Wars 
1 and 2, marked its first important expansion phase. To- 
day’s world conflict, and its profound effect on research 
and development, has enormously speeded completion of 
this phase, in fact has compressed into a few years a rec- 
ord of progress which otherwise might have taken a dec- 
ade. When peace comes, the industry will find itself on 
the threshold of a new phase, a-period of exploitation of 
the tremendous advance borne from war. It will afford 
an opportunity to translate this progress into terms of 
greatly expanded civilian markets here and abroad. 

Termination of the war holds many a challenge, 
though reconversion itself will mean relatively little dis- 
ruption. The industry will be confronted with the prob- 
lem of finding work for its war-inflated plant. Some must 
rebuild or repair their facilities, worn out for lack of 
maintenance under the strain of all-out war production; 
others must expand to meet the demands of peace. 

More especially, the industry must increasingly cope 
with a vast array of postwar marketing problems, arising 
in part from introduction of many new products which 
is bringing the chemical manufacturer ever closer to the 
consumer. Equally important is the return to closer cost 
control, subordinated in many instances to war-time ex- 
pediency. Expense consciousness must be brought back 
to the industry; strong competition in the scramble for 
postwar markets renders this vitally important. 

The industry, too, must continue research in many 
war-neglected fields to provide new uses for expanded 
capacity; it may lead to even greater diversification of 
production and markets than ever before. 

Finally, the chemical industry must be prepared to 
reap in the world markets the benefit of its astounding 
war-time progress, to entrench itself further, and expand 
in markets where war-time exclusion of European prod- 
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BY J. C. CLIFFORD 
This § 
dispositi 
agement 
there be 
product: 
Vital, 
as evide 
ucts has already created many outstanding opportunities prices. 
It is well prepared to do all this, and perhaps more. sflcohol, 
far, the industry’s war-time achievements resulted in feihad dev 
sensational headlines, outside perhaps of the therapeufprice pc 
tical field. But these may come after the war when thqlul, as p 
time has arrived “‘to tell it all.” In the main, howevergaided by 
the most startling innovations will consist of new pro anized. 
esses rather than new materials. The accumulated rworkers 
search of the prewar decade had produced a host of thqis almo: 
latter which just prior to the war had only just begun iq This ke, 
be introduced in commercial markets. War-time progf Toda‘ 
ress made possible their full utilization for the war effori§the chen 
has led to volume production, lower costs, new tecifindustry 
niques and new uses which all will play an importanfstructior 
part in the future. victory, 
Few industries can match the extraordinary growth oof peace 
the chemical industry over the last two decades, measure with inc 
by any yardstick. It has demonstrated its ability to prog Of the 
duce and sell. In 1925, total chemical production wagmarket 
valued at $1,083 million. In 1939, it was $1,364 millionJonly as 
a gain of 26%. Today, it is infinitely higher. Viewed ithe kee 
relation with the steady downward trend of selling prices field. 
such a performance is unique. Great 
Its explanation lies in research; the diversity of prodjand coa 
ucts, steadily expanding the range of chemical processefachieven 
is directly traceable to it. This policy of diversificationf during | 
or addition of new products to serve new demands, hagenormot 
long become standard in the chemical field. Because ofdevelopr 
the flexibility and comprehensiveness of chemical science tion anc 
because of the sweep of its formulae which cover sudfther con 
large segments of modern industry, and because of th Coal 
adaptability of personnel, plant and equipment to th#thetic di 
creation of new products, the chemical industry keep{the way 
ahead of the procession of industrial changes and induversified 
trial progress. It is in fact basic to the latter; there amgsteel. T 
few industries whose products are in such universal de scientific 
mand from both producers and consumers. They ar§dyes, me 
; ditional 
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yed in almost every field, from gold extraction to potato 
sowing, from the laundry to the coal mine, the bakery 
to the oil refinery. In short, few industries can grow 
without giving rise to growing demand for chemicals. 
A further explanation lies in the nature of chemistry 
self. A given chemical compound may be a raw mate- 
rial for many finished products. Cellulose acetate, for 
instance, can be converted into plastics, rayon, packaging 
materials, photographic film and many others. Plastics 
can be molded or fabricated into numberless articles use- 
ful in a’great variety of industries. Ammonia is the base 
for nitric acid, urea, refrigerants and fertilizers. Another 
roduct, calcium carbide, made in an electric furnace 
from limestone and coal, is the base for acetylene, ethyl 
alcohol, synthetic rubber and others. It is this extraor- 
dinary multi-diversity of a basic chemical compound that 
offers such tremendous opportunities for the develop- 
ment of new products for new and expanding markets. 
Together with unremitting research, it forms the foun- 
dation of the unparalleled growth record of the chemical 
industry. 


Progressive Price Policies 


This growth has been reinforced by wise and balanced 
disposition of earnings, by skillful and resourceful man- 
agement, by painstaking market research. Never has 
there been any rushing hastily into production of new 
products. 

Vital, too, were the industry’s progressive price policies 
a evidenced by the constant downtrend of product 
prices. Price wars were virtually absent except in the 
alcohol, solvents and fertilizer fields where overcapacity 
had developed before the war. On the whole, however, 
price policies were soundly conceived and quite success- 
ful, as proved by ascending sales and earnings. This was 
aided by low labor costs since production is largely mech- 
anized. The industry, relative to output, employs fewer 
workers than any other. Labor costs are stable and there 
is almost total absence of seasonal peaks and valleys. 
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This kept it notably free from labor unrest. 

Today, under pressure of the demands of a global war, 
the chemical industry has come of age. Government and 
industry together spent hundreds of millions in the con- 
struction of new plants. Though working tirelessly fon 
victory, the industry is now looking ahead to the new era 
of peace. Even now, some of the outlines can be seen 
with increasing clarity. 

Of the multitude of new products to reach the civilian 
market after the war, many are still in the laboratory, not 
only as a matter of military secrecy but in reflection of 
the keen competitive spirit prevailing in the chemical 
field. 

Greatest postwar accent will probably be on plastics 
and coal tar products, the two branches of effort and 
achievement which set the pace for the march of progress 
during the past decade. The plastic industry expanded 
enormously during the last ten years but is still in the 
development stage. There has been considerable integra- 
tion and this trend is likely to continue, making for fur- 
ther concentration in the hands of the larger producers. 

Coal tar derivatives offer an entire new field of syn- 
thetic drug production; broadening research has opened 
the way for more efficient manufacture of such widely di- 
versified products as vitamins, synthetic rubber and rolled 
steel. The coal tar chemist who has been startling the 
scientific and industrial world since the 1870s with his 
dyes, medicines and chemicals, is constantly making ad- 
ditional valuable contributions. Among the latest are 


APRIL 29, 1944 


vinylpridine, making possible a far superior synthetc 
rubber product, and nicotinic acid from coal tar bases. 
Like the sulpha compounds, chemists are constantly de 
riving new valuable things for the treatment of disease 
from synthetic dyes. 

Other branches, too, will contribute to the expected 
postwar growth. New uses have been developed for vast 
tonnages of such key materials as acids, soda ash and 
caustic soda. The latter is employed in ever mounting 
quantities in the manufacture of rayon. Sulphuric acid 
goes into fertilizers for which a large postwar demand is 
envisaged. Soda ash is extensively used by the aluminum 
industry, in making catalysts for high-octane gasoline 
production and in metal refining, but its biggest market 
is the glass industry. Chlorine, one of the fastest growing 
basic chemicals, is widely used for the production of plas- 
tics, high-octane gasoline, solvents, synthetic rubber, 
drugs and many other products. 

In many basic chemicals, however, a capacity problem 
exists that must be solved before sound postwar business 
becomes possible. ‘There is the question of post-war use 
of some very large war plants, notably those making am- 
monia and toluene for explosives. They are in large 
part Government-owned. Ammonia is a major fertilize 
material and some of these giant plants may be kept 
going to assure an adequate fertilizer supply. Ammonia 
hence may not be a very profitable post-war product. 
Metallurgy may become a new and promising outlet. 

Enormous increases have also occurred in the output of 
chlorine and industrial gases such as acetylene and oxy- 
gen; their makers must prepare for severe cutbacks after 
the war. Less spectacular but sizable output gains are 
noted in many other chemicals, such as hydrochloric 
acid, synthetic methanol and sulphuric acid for which 
war-time demand is insatiable. It is in these and kindred 
fields where cutbacks after the war are a prime necessity. 

In some other branches, though, the industry is pre- 
pared for expansion, believing itself underbuilt. On the 
whole, and strictly war plants excluded, the industry 
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Union Carbide Photo 
Conversion units used in the production of synthetic rubber 
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Comprehensive Statistics Analyzing Position 


Air American 
Reduction Allied Agric. American Columbian Commercial Dow 
Co. Chemical Chemical Cyanamid CarbonCo. Solvents Chemical 
($ millions unless otherwise indicated) 
CAPITALIZATION: 
Bonds at par. . RBG bulblonteiond ec tials ae) ee —_—— — 19.63 — — 12.75 
Pref. stock at eee. —- ae aa 16.66 —S ss ——— 6.50 
Common stock at aties. sacs elated ede gts 346.94 18.21 106.28 42.99 39.55 148.59 
(shares outstanding, in thousand). Shien GieSsace RO 2401 628 2600B 537 2636 1248 
Recent market price... 2.0.0... co ce cece wc c eee 41 14415 29 391¢ 89 15 119 
Total capitalization . . 102.21 346.94 18.21 142.57 42.99 39.55 167.84 
Long term debt. . 8.75 — 7.50 - 
INCOME ACCOUNT: De °43 De °43 Je '43 De '43 De '43 De '43 May '43 
Gross sales. . 94.11 285.32A 30.01 36.48C 21.18 39.21 105.43 
Depreciation... os. e0ssscessesceee cesses 3.53 19.73 0.64 5.97 3.56 0.44 9.16 
Taxes. . a 12.64 20.43 1.70 20.00 1.35 7.03 20.45 
Net inthis - niet aanee. ee ee ee eeeeee ----- —- 12.27 — — 27.10 
NIE oo occ us oce'ns su evan oy canoes se -- a= —— 0.78 ——- —-— 0.28 
Pref. div. requirements.....................00... ——— an me 0.64 — —-—— 0.30 
Balance for common. ................0000 000005. 6.54 19.02 2.02 6.01 3.10 2.89 7.92 
Gross Margin. . 20% a 24.6°% —— 32.2% 23.3% 26.9% 
ong profit margin. eee 6.9% —- 6.71% —_— 14.6% 1.3% 7.8% 
% earned on otto: . stasis 6.4% 5.5% 11.1% 4.2% 7.2% 1.3% 4.71% 
No. of times interest charges saied.. a 15:7 95.0 
Earned on common, per share. ee $2.41 $8.59 $3.22 $2.27 $5.78 $1.09 $6.35 
Earned on common, “% of niet sites bid sardd.dewa pee 5.9% 11.1% 5.7% 6.5% 7.3% 5.3% 
1936-43 avge. earnings per share................. $2.38 $9.37 $2.16 $1.99 $6.27 $0.77 $5.61 
dto., % of market price... ....................... 5.7% 6.4% 7.4% 4.9% 1.0% 5.1% 4.1% 
BALANCE SHEET: De '43 De '43 Je '43 De '43 De '43 De '43 May '43 
SER SIBRIS foc 5.5 sive Saisie 214 aioe edawssvdaceadiace SMES 110.45 44535 54.44 7.23 15.44 8.89 
SS ee ae 9.87 27.03 4.82 31.41 2.48 3.54 14.71 
Receivables, net......................-0eee00-. 193,31 21.38 2.83 15.49 2.19 2.74 10.55 
Current assets.................00.ccee eee esses. 34,52 158.86 19.01 101.34 11.91 21.78 35.91 
Conpant TBbHIHES 05.55. ec cecccccoe sce s se cececs se G2 36.35 4.02 47.07 2.45 6.00 31.09 
Net current assets......................0022--.. 18,00 122.51 14.99 54.27 9.46 15.78 4.82 
Fixed assets, net... 2.2... ee ce ce ce eee ee ees = 28,29 274.78 5.90 35.21 19.12 4.71 77.24 
Total assets bad 69.59 486.56 27.13 152.29 35.26 29.93 119.01 
Current asset value, per din. $12.60 $66.16 $30.31 $38.01 $22.19 $8.26 $28.77 
Book value, per share. . aia $16.19 $187.51 $36.76 $29.28 $58.99 $8.97 $59.26 
Net current asset ine per idee. $6.57 $51.02 $23.90 $20.40 $17.61 $6.00 $3.85 
Cash asset value, per share....................... $4.10 $46.00 $18.10 $20.46 $13.47 $5.87 $7.12 
CMe ty PO SRE: SE ae eee nee Dm ae 21/1 4.3/1 4.7/1 24/4 4.8/1 3.6/1 1.1/1 
inventones, [% OF OalOS<. < occi ec cascnvcsesc. sce SOSG 16.6% —- 117% 9.0% 13.9% 
Inventories, “% of current assets . sith atop wets phe: x1 NO 17.0% 25.3% 30.9% 20.8% 16.2% 40.9% 
Depreciation, & of net fixed ene. bea teatioatare ke Meme % TA 10.8% 16.9% 18.6% 9.2% 11.8% 
Sales, % of total market value of common.......... 92% - 164.7% ane 49.2% 99.1% 70.9% 
SUMP REMNIDIIE UNIO oop oa ha Scorers wid ae laeidiew 7/4 17/1 12 7/1 17.5/1 15/1 13.7/1 18.7/1 
d—Deficit A— Receipts from operations. B—plus 65,943 shares Class A stock at 39!>5. C—Net operating profit. D—Net 
































feels that excess capacity is moderate. Thus, disposition 
of the war plants, as in other industries, becomes an inci- 
sive factor in the chemical branches referred to above. 
Plastics makers in turn plan for expansion, as do con- 
cerns active in the coal tar field. DuPont for example 
will require considerable new capacity to satisfy post-war 
demand for nylon and plastics; the same applies to Union 
Carbide to fill the expected demand for its greatly im- 
proved vinyon yarn, and to other makers of products in- 
troduced prior to the war but still in their infancy. This 
includes most plastics and synthetic resins; development 
of the latter has been greatly accelerated by electronic 
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heating. It applies, of course, also to products developed 
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1601.64 
11,122 
14414 
1816.12 
De '43 
585.48 
31.98 
122.02 


7.59 
62.10 
37.2% 
11.9% 

3.4% 
$5.59 

3.8% 
$6.43 

44% 

De '43 
170.12 

83.32 

56.92 
310.37 
107.61 
202.76 
474.34 
1115.45 
$27.91 
$90.05 
$18.23 
$15.29 
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for military uses but adaptable to peace-time consump- 
tion, and finally to a good many things still in the experi 
mental stage. 
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Each of the leading chemical manufacturers is virtual hy Chen 
ly an industry in itself though frequently an importan'fp gives | 


share of their activities overlaps. 
industry, participates in virtually all its branches. 
where, there is considerable specialization. Allied Chem 
ical, for instance, specializes in heavy chemicals, notabl\ 
synthetic nitrate and coal tar dyes. Union Carbide in 
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LOn es s e 7 
bf Individual Chemical Companies 
Ww Union Virg. 
nical Freeport Heyden Mathieson Monsanto Texas Gulf Carbide & United Victor Carolina Westvaco 
duPont Sulphur Chemical Alkali Chemical Sulphur Carbon Carbon Chemical Chemical Chlorine 
($ millions unless otherwise indicated) 

75 
50 | — — — aon decison —— 22.80 - — 
59 214.48 ——— 3.91 4.13 23.50 oe a — —_—- 12.62 6.01 
8 1601.64 25.90 | 8.37 16.87 97.47 132.96 739.90 25.36 17.90 2.24 9.97 
9 11,122 800 441 828 1241 3840 9277 397 750 486 353 
84 144) 323% 19 203, 7814 34°% 7934 6334 22% 4% 281, 
— § 1816.12 25.90 12.28 21.00 120.97 132.96 762.70 25.36 17.90 14.86 15.98 
"43 — 0.50 —— —- 0.24 — —— —— me = 
43 De '43 De *43 De '43 De '43 De '43 De 43 De '43 De 43 De '43 Je '43 De '43 
16 585.48 16.55 14.21 18.20 81.69 28.34 156.38D 11.39 14.56 26.43 18.17 
45 31.98 0.62 0.48 1.82 5.54 1.67 37.38 2.13 0.59 0.74 0.97 
10 122.02 0.88 1.95 1.55 10.08 6.60 79.88 1.02 2.07 1.01 1.16 
28 —— 4.06 — — —- — 39.10 —— ss aa aes 
30 —— 0.16E — — — — 0.76 — —— Se —- 
92 71.59 — 0.13 0.16 0.89 — ———-s 1.06 0.32 
9% 62.10 2.48 0.73 ELL 4.43 7.96 38.34 2.04 1.14 def. 0.85 
8%, 37.2% 30.1% 30% 33.9% 27.3% 49.5% ao 38.8% 42.2%, 17.6% 23.3% 
1% 11.9% 14.9% 6.0% 6.9% 6.5% 28.0% ——— 17.8%, 7.8% 3.71% 6.4% 
0 3.4% 9.5% 5.9% 5.3% 3.6% 5.9% 5.0% 8.0% 6.3% ao 5.3% 
35 — 25.4 - —— 51.4 — — — 
3% $5.59 $3.10 $1.64 $1.34 $3.56 $2.07 $4.13 $5.15 $1.53 d$0.62 $2.62 
61 3.8% 9.6% 8.6% 6.5% 4.5% 5.9% 5.1% 8.1% 6.6% —— 9.2% 
1% $6.43 $3.04 $1.42 $1.47 $3.91 $2.32 $4.03 $4.54 $1.37 d$1.19 $2.28 
*43 4.4% 9.3% 71.4% 7.2% 4.9% 6.7% 5.0% 7.1% 5.9% cores 8.0%, 
89 De '43 De '43 De '43 De *43 De '43 De '43 De '43 De '43 De '43 Je °43 De *43 
71 170.12 8.82 2.26 5.79 13.21 21.59 118.78 1.76 2.28 9.03 2.21 
55 83.32 7.64 1.30 2.28 11.35 14.99 74.37 1.86 2.26 4.04 1.73 
1 56.92 2.25 1.00 1.71 7.81 2.98 54.96 1.52 1.01 3.52 1.79 
09 310.37 18.72 4.57 9.78 32.37 39.57 248.12 5.05 5.63 16.60 5.75 
B2 107.61 3.97 1.55 2.58 7.20 7.92 115.50 1.71 0.80 2.05 0.77 
24 202.76 14.75 3.02 7.20 25.17 31.65 132.60 3.44 4.83 14.55 4.98 
1 414.34 3.54 5.00 15.67 63.13 24.84 175.10 34.22 4.27 10.97 8.65 
17 (41115.45 28.05 10.58 27.46 100.30 66.86 459.45 41.62 10.39 29.36 14.98 
26 $27.91 $23.40 $10.38 $11.82 $26.10 $10.30 $26.76 $12.98 $7.50 $34.15 $16.43 
B5 $90.05 $29.47 $19.38 $29.68 $74.58 $15.27 $34.20 $100.42 $12.57 $55.86 $40.24 
12 $18.23 $18.44 $6.86 $8.67 $20.29 $8.24 $14.30 $8.82 $6.44 $29.93 $14.23 
1/1 9 $15.29 $11.03 $5.13 $6.97 $10.65 $5.62 $12.81 $4.51 $3.04 $18.58 $6.31 
I% 2.9/1 4.7/1 2.9/1 3.7/1 4.4/1 5.0/1 2.0/1 3.0/1 7.0/1 8.1/1 7.4/1 
9% 142% = 46.1% 9.1% 12.5% 13.9% 52.8% Jieaees 16.3% 15.5% 15.2% 9.5% 
8% «196.8% «= 40.8% 28.4% 23.3% 35.1% 37.8% 29.9% 36.1% 40.1% 24.3% 30.0, 
a 6.7% 17.5% 9.6% 11.6% 8.7% 6.7% 21.3% 6.2% 13.8% 6.7% 11.2% 
1/1 36.5% 63.8% 169.7% 107.8% 83.8% 21.3% —— 44.97, 81.3%  1179.9% 182.2°, 

Net 25.8/1 10.4/1 11.5/1 15.2/1 22.0/1 16.7/1 19.3/1 12.4/1 14.9/1 — 10.7/1 
ee Pings. E—Bonds since retired. ; 
oped : 
UMP Kes and organic synthetics. Monsanto in fine chemicals; with it. For many, this poses entirely new marketing 
pet rcules Powder in explosives and cellulose products; and merchandising problems. 

athieson Alkali, as the name implies, in alkalis and There are many good reasons accounting for the recog- 

‘tualhy Chemical in brine products. While this specializa- nized investment merit of most chemical shares. Few 


rtanihn gives some of them a marked differential advantage, industries number among their ranks so many “blue 
their fields are of course much broader. In each case, di- chips.” Foremost is the pronounced growth characteristic, 
Else-fsification has been proceeding apace as research their earnings stability, their excellent dividend record. 
hemfought to light a continued succession of new products, the sound financial position of the great majority of en- 
tabl\ rime essential for company prosperity. This diversi- terprises which for the most part financed their rapid 
le "fttion will grow after the war; one of its interesting expansion without resort to borrowing. Most of them 
strialhtures is that it will bring the industry ever closer to are conservatively capitalized with a fairly large common 
¢ consumer who formerly had very little direct contact stock base. Many have had no (Please turn to page 101) 
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Tue search for places to invest idle funds for a good 
return and a high degree of safety has “drained the bar- 
rel to the bottom” in some places, most especially in the 
high grade bonds and preferred stocks. If an “A” rating 
or better is wanted on bonds, it means a yield of 3% 
or less, often near to 2%. Even many of the “BBB” and 
even some “BB” rating bonds are on less than a 3% 
yield basis. With the highest grade preferred stocks, few 
with an “A” rating or better yield over 4% and the 
majority of “BBB” rating preferreds are selling above 
their call prices. 

The investor for income, therefore, has to look at the 
lower rating issues, if he wants a good yield. That means 
there should be a careful study of the prospects for the 
company to be able to earn its bond interest or pre- 
ferred dividends. In the higher-priced preferred stocks, 
there are relatively few which have been overlooked 
by the investors, and many preferred shares which were 
in the 50s and 60s a few years ago are above par now 
and often above their call prices, where the position of 
the company offers better than average prospects for 
continuing dividends. 

Low-priced stocks, however, seem to have been over- 
looked in this search for reasonably safe preferreds with a 
good yield. Presumably, many investors would think there 
was something wrong with a stock selling at 15 or 20, 
or even at 10, not giving consideration to the fact that 
the dividend rate on that stock might be from 60 cents 
to $1, and amply covered by earnings and with good 
future prospects. One part of this article is devoted to 
such low-priced preferreds with a fair to a high invest- 
ment status. 

Another portion is given to a consideration of low- 
priced stocks which have speculative appeal, also some 
investment standing in some instances. 

The third portion is concerned with stocks which have 
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—— LOW-PRICED PREFERRED STOCKS — 


and Preferreds With Arrears 


hicago Gi 
onsol. Fil 
onsol.=-Vu 
tiss- Wris 
oster- Whe 
tional Si 
lew York | 
unpaid accumulated dividends. In the third part, thergpltited Cor 
will be a general discussion of the prospects for payingl *Paid or 
off the back dividends. 
Among the low-priced stocks of fair to good inves 
ment status, all of those in the accompanying table hav ' 
a yield of 4% or better, with one exception. Most offats in 
them give yields of over 5% and several above 7%pmount, 
Among these issues, we would consider the outlook verg'ck nov 
strong for a continuation of dividends, excepting pog-Tesid 
sibly in a depression as bad as that of 1930-1932, on But ell neare 
ler Bros., Deere, W. T. Grant, Greyhound, Twentietg There 
Century-Fox Film, and Virginian Ry. preferred stockgplares wh 
Earnings of Celotex have been several times over thi o these, 
amount needed for preferred dividends in many yearg*P & S 
and in the post-war building boom, this company hattroleun 
prospects for the best income in its history, yet this pry!" P 
ferred sells to give a yield of nearly 6%. National Auto nding, 
motive Fibers preferred has the backing of g to 5, timef#s NOW 
its dividend needs in recent earnings, and this compangs. This 
also has excellent possibilities for its post-war businegflnt Stor 
yet the stock is on a 5.2% yield basis. priced. iss 
Rayonier, Stokely Bros. and Reading Co. are all do First ir 
ing well on earnings and have good future possibilitie ered. T 
yet these three stocks are at prices where the yield is 6f4ing dc 
to 6.7%. United States Lines is on a 7.3% yield basi that y 
for the preferred. The steamship line has had a mixetich wa 
earnings record in the past, with some very poor yeang% Tece1\ 
but this is a small issue of preferred stock and the outla sides th 
for its dividends is so small that there appears to be ngecuals, » 
reason to doubt that average income in future years wi’$ will b 
be sufficient to pay the dividend. onsoli 
Twentieth Century-Fox Film, in addition to the bad? 4 divic 
ing of large earnings for the preferred, has an additiongPse, but 
appeal because of the conversion possibilities, with omnts. T 
share of this stock convertible into 114 shares of comith Setay 
mon. } point v 
White Sewing Machine prior preferred Well as } 





























Posfened Meche Wilk anndation. somewhat more speculative than the otha oo 
ae. os ae . Aces reg in this list because of low earnings in til Of a 
egular Dividends Pai ividends Price | past, but the post-war outlook for its buglM€ in a 
* * 2 . r . 
Amer. & Foreign Power........... ey S175 $5.07) ph ty 88 ness seems to hold promise. ' ie _ 
Amer. & Foreign Power............ 6.00 1.50 435 6315 78 Pressed Steel Car first preferred is tg*'trre 
American Woolen................ 7.00 2.00 8.00 72.50 84 only stock in the list which gives a logtible o1 
Pessitde PS Lr Se Ti a 2 yield, but it is convertible share for sha _ s 
A 9 yy apeathdiletataabeetage ; j $ for common stock, with the common y adva 
Cons Pblishin oe 790 nel “sd 300 416234 107 cently at prices where a large amount { — Wi 
SR ogo nas hake ahsse —_ — _ 59.50 85 preferred converted. Nality 1S Ff 
General Stee! Castings... 600 1330 60080100. gt_ | Hiram-Walker-Gooderhams preferred J Curtiss. 
Internat'l Rys. of Cent. Am......... 5.00 2.50 31.00 72 a high grade issue, but its dividends 3 p quae 
Minneapolis-Moline Power Imp..... 6.50 1.6214 8.1234 37.6214 103 payable in Canadian funds. The $1.00 p € second 
all a fecha Ry....... aoe ee eee a zm” share therefore has deducted from it a 1;f™Ssion 1: 
Pittsburgh Steel "A". ............. 5.00 —— -—— 35.00 55 | Canadian non-residence tax, (which wg'ctors a 
United Dyewood................. 7.00 —— 1.75 17.00 52 probably be discontinued not long after t bey yd : 
United Stores. . beget tent ee eee ees 6.00 —— 8.00 13.00 86 war ends) and the discount on Canadig*) owl 
Virginia-Carolina Chemical......... 6.00 ——— 3.00 85.00 58 . b o7 Typ in an i 
White Sewing Machine cvt. pf... ... — ee 2 a Nee ee nae 
Waid os dacissed thes ter fn 1064. means that the $1.00 dividend is about ill cive . 
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Low-Priced Preferreds of more Speculative Grade 


Unpaid 
Paid Paid Accrued Recent 
Rate 1944* 1943 Dividends Price 


icago Great Western Ry. $2.50 $0.62! $3.75 $2.50 24 
onsol. Film Industries.... 2.00 0.25 1.00 12.25 20 — 
onsol.-Vultee Aircraft... 1.25 0.6244 1.25 none 1914 
iss-Wright““A"...... 2.00, 0.50 2.00 none 1634 
oster-Wheeler pr. pf..... 1.50 1.50 1.50 none 22 
tional Supply cvt. pf... 2.00 0.50 3.00 7.50 27 
lew York Dock......... 5.00 —— —  non-cum 34 
BEE COM: ccc ess SOO V5 1.00 4.50 33 
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8 *Paid or declared to date. 







Vest 


havg 
yst gents in American money at present, but even on that 


mount, the yield is over 4.2%, and the investor in the 
sock now will get a larger return when the Canadian 
po on-residence tax is repealed and when Canadian funds 
Bugell nearer to parity in this country. 
itiety Phere are a number of other low-priced preferred 
tockglares which might be looked at by investors in addition 
+ thgo these, of which mention might be made of Standard 
vearap & Seal, Chicago & Eastern Illinois “A”, Cosden 
y haetroleum, Hearst Consolidated Publications “A”, 
5 prqpmong preferred issues which have some investment 
Autof@nding, are paying part or all of their regular dividend 
timgates now and which seem to have good future possibili- 
pan ies. This is lapping over, in part, from the semi-invest- 
lent stocks to the speculative ones among the low- 
priced issues. 
ll dq First in the list is Chicago Great Western Ry. pre- 
‘litiegetred. This road was reorganized in 1941, with a severe 
is Gogcaling down of fixed charges and with little indication 
basi! that year of the decided improvement in earnings 
mixegitich was to develop in 1942 and 1943. The stock did 
veargot receive any dividends until 1943, and in that year, 
suthpesides the $2.50 rate, was paid $1.25 on account of 
be ngccruals, with prospects that part of the $2.50 still ow- 
-s wig will be disbursed this year. 
Consolidated Film Industries preferred has returned 
bac? 4 dividend basis in the past few years, after a long 
tiongpse, but it is still $12.25 a share behind in its pay- 
+h onuents. The outlook for the company in a new set-up 
 comith Setay Co. indicated that earnings may improve to 
t point where some further reduction in the accruals 
rred Well as paying the regular rate may be expected. 
othe Consolidated-Vultee Aircraft preferred is a small is- 
in tue Of a large company. Even though a decided de- 
s bugine in aviation manufacturing will develop after the 
jar ends, there are prospects for the dividend on the 
is tpeferred to be covered and paid. This stock is con- 
4 logttible on a basis of one share of it for 114 shares of 
- shafMmon stock, and while there is little to indicate an 
arly advance in the common to a point where this con- 
esion will be valuable to the preferred, such an even- 
tality is possible for the longer*pull. 
red § Curtiss-Wright “A” did not get any dividend in the 
ds at quarter this year, but 50 cents has been declared for 
oo py'e second period. As the stock is non-cumulative, the 
4 1xguission is not likely to be made up in 1944 unless the 
h witectors are going to pay a dividend on the common, 
ter tut they will have to pay a total of $2 on the “A” if 
nadig'’Y do wish to pay on the common in 1944. This stock 
Tip in an increasingly speculative position, but if only 
lf of the $2 rate is paid through the years, it would 
till give a yield of about 6% on recent price levels. 












. Of 
‘A 


. Ve 



















: 
) 
l 


sinesy 


on 
unt ¢ 


out 


PREG 
PRIL 29, 1944 


Foster-Wheeler prior preferred is in a very strong po- 
sition. The dividend has been covered many times over 
in the past few years, and payments of the full $1.50 an- 
nually seem to be quite secure. At the recent price for 
this stock, the yield is nearly 7%. It looks like a much 
better investment than the price or yield might indicate. 
National Supply Co. cleared up the back dividends on 
its two prior preferred issues in the past few years and 
has paid off some of the accruals on the $2 convertible 
preferred, but there is still $7.50 left to be paid, with 
good possibilities that this will be done before very long, 
as earnings have been large and the post-war prospects 
for the oil well supply business are very promising. This 
stock is convertible, share for share, for common stock. 
On October 1, 1947, such of it as is outstanding will be- 
come common stock,—not by exchange but by a provi- 
sion in the indenture. If any accrued dividends have not 
been paid by that date, there will be given to the stock- 
holder a certificate of indebtedness for such dividends 
which must be paid before any common dividends are 
paid. It is our prediction that probably the full accrual 
will be paid off before then, that the common may be 
expected to be on a dividend basis before then, and 
that the conversion privilege may be of value to the 
preferred before then. In other words, we are quite op- 
timistic over the prospects for National Supply earnings. 
New York Dock had large earnings in the 1920s, then 
did very poorly until 1942 and 1943. No dividends on 
the preferred have been seen since the first half of 1932 
but with $4 to $5 a share current annual earnings on the 
preferred, some payments may be expected, especially as 
a great volume of shipping activity should continue after 
the war and the docks and terminals of this company 
may be active. The stock is distinctly speculative, but 
it has possibilities for appreciation if conditions work 
out as is now indicated for the company’s business. The 
preferred is non-cumulative, so there are no accruals. 
United Corporation preferred has three possibilities. 
First is that the application for permission to pay $5 a 
share plus stocks of subsidiaries will be approved by the 
S.E.C. If so, this is to be offered to the first 750,000 shares 
accepting it, and it is figured to mean $39 to $40 a share 
liquidating value on the preferred. The second possi- 
bility is that the company will be forced to dissolve by 
the S.E.C., and in that event, the liquidating value of the 
entire preferred is estimated at well over $40 a share 
(some figure near 45). The third is that the S.E.C. will 
order certain assets distributed to the preferred share- 
holders, but the company to continue in business. Care- 
ful estimates on the third point indicate that this might 
mean a possible $15 to $20 (Please turn to page 108) 





Low-Priced Preferreds Paying Regular Dividends 
Regular Call Recent Yield 





Rate Price Price 
Butler Bros.................... $1.50 3114 29 5.1% 
Celotex Corp.................. 1000 20 17 5.9 
Bleerte By OGk.cccccccccceccss. €4Q N.C. 3215 4.3 
Greyhound Corp............... 0.55 11 11 5.0 
National Automotive Fibers..... 0.60 1114 1115 5.2 
SE ll a ae 6.7 
Reading Co. 2d. pf............. 2.00 50 30 6.7 
SNORE NOS. ciccce ccc ccs. s- CO St 1615 6.0 
Twentieth-Century-Fox Film cvt... 1.50 35 32 4.7 
United Sietes Lines..........-.. 070 104 9% 17.3 
WGIIMYIR YE: 3 cc vicccceciee. >. “Tae N.C. 3314 45 
White Sewing Machine prior pf... 2.00 35 26 Li 
89 





















































a. 






oe ewer RM 


sa or rm Fl 


~- 








FOR PROFIT AND INCOME 


\ 


Oil Fever 


An “oil fever,” the symptoms of 
which are a violent spasm of the 
pocketbook nerve and a pronounced 
restlessness of mind, has swept over 
much of the Cotton South. Texas, 
Louisiana and a portion of Missis- 
sippi have been large producers for 
years. But many geologists have long 
believed it likely that the coastal oil 
belt extends all around the arc above 
the Gulf of Mexico from Texas to 
Florida. Various companies are do- 
ing exploratory drilling in the south- 
ern sections of Alabama, Georgia 
and Florida. There is oil there. 
Some has been found. Whether it 
amounts to important, commercial 
volume remains to be determined. 

Meanwhile, Southern farmers are 
cashing in on “land-lease,” not only 
in the states mentioned but also in 
the Carolinas and Virginia. Where 
there is even a long-shot possibility 
of oil, the big oil companies will 
lease land at 5 or 10 cents an acre— 
25 cents if necessary—then wait for 
somebody to risk a well. If oil is 
found, they can always then drill on 
leased land adjacent to the discov- 
ery. In Mississippi, where develop- 
ments are hottest, some leases run to 
$1,000 an acre. In the aggregate, 
quite a few millions of easy money is 
thus being picked up by Southern 
farmers. Of course, the killing is in 
the oil royalty—if and when oil is 
found. 

Two listed stocks—Masonite and 
Gulf, Mobile & Ohio—in recent weeks 
got a big speculative play on hopes 
of oil discoveries on owned lands. 
When the market stumbled recently, 
however, these stocks went off quite 
sharply. A case of too much imagina- 
tion perhaps. 
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Ex-Cell-O 


This is a machine tool company 
and the machine tool industry is 
supposed to be in the investment 
dog-house. Volume is far down from 
the war-time peak and will go lower 
this year. The business can not be 
anywhere near as large after the war 
as it has been during the war. Still. 
taking all angles into account—in- 
cluding export volume—there are 
some responsible men in the tool in- 
dustry who believe post-war volume 
may be 2 to g times the average of 
pre-war 1936-1939—if we have the 
“catching up” consumer goods boom 
that economists mostly — predict. 
Whatever the reason, it is worth not- 
ing that Ex-Cell-O had a rise of 





Stocks Currently Indicating 
Above-Average Resistance. 
to Market Reaction 


Archer Dan. Borden 

Int. Salt Bond Stores 
White Dental Brystol-Myers 
Ex-Cell-O Briggs & Strat. 
Amerada Clark Equip. 
Am. Chicle Com. Credit 
Am. Home Pro. Colgate 
Kennecott Firestone 

Am. Tel. & Tel. Gen. Tel. 

Atl. Refining Lib.-O-F Glass 
J. C. Penney Loose-Wiles 





about 8 points, or some 38 per cent., 
from this years’ low to recent high, 
which is much more than the gen- 
eral average did, and that up to this 
writing it has reacted practically not 
at all. Maybe somebody “knows 
something.” If pre-war performance 
is any guide—which it may or may 
not be—the stock is not cheap around 
28, despite $2.60 dividend. Best pre- 
war net was $2.15 a share in 1929, 
$1.69 in 1937 and $2.21 in 1939. Top 
war earnings came to $7.62 in 1942. 


THE 





“Brightest in History" 


Robert A. Weaver, president ol 
Ferro Enamel Corp., stated recenth 
that post-war prospects for the porce. 
lain enamel industry “are the bright. 
est in our history.” Significant tech- 
nical progress has been made, point. 
ing to new applications. It is claimed 
*one type of this product will “out. 
last stainless steel”—surely a tall or- 
der. Currently around 1814, range 
of Ferro Enamel stock this year has 
been only 20-17. In 1937 it sold as 
high as 47144. Dividend: only 50 
cents. Earnings: $1.97 last year. Best 
pre-war net: $3.08 in 1936, $2.91 in 
1937. Best pre-war dividends: $3 in 
1936 and $2.50 in 1937 on shares 
then outstanding. This is a compan\ 
which quite evidently should do bet- 
ter on peace business—if reasonably 
active—than it can do on war bus: 
ness. 


Still Far to Go 


Sinclair Oil Corporation has been 
unusually aggressive in buying up 
its own stock, mostly off the market. 
In 1940 it acquired and cancelled 
680,920 shares; in 1941, 409,755 
shares, in 1942, 199,955 shares. On 
top of this, it just recently bought 
716,323 shares from Rockefeller 
holdings. That’s a lot of stock- 
resulting in making total now 
in hands of the public 11,824,06; 
against peak of 14,218,835 share 
formerly. The preferred stock was 
retired several years ago. Still, the 
remaining 11,824,065 shares of com: 
mon—preceded by about $102 mil: 
lions of funded debt—is not by an' 





stretch of the imagination a light 
capitalization. It takes plenty 0! 
earnings to make an important dit 
ference per share. 
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Steel Prospects 


Demand for steel, thought a few 
months ago to be showing some sug- 
gestions of slackening, is as insistent 
as ever. Renewed tightness is report- 
ed mainly due to the landing-craft 
program, sudden Army demand for 
more heavy artillery, switch to steel 
containers for shipping ammunition- 
Looks like operations at or very 
near capacity until after successful 
invasion. Due to higher costs, with 
ceiling prices, industry-total profits 
most likely will be lower again this 
year. But results are mixed. Most 
smaller makers of light steels and 
alloys are doing better than the big 
companies, Stock market continues 
to look on steels, at least the leaders, 
pretty much as “war stocks” with 
dubious longer potentials. Veterans 
in the industry are not so pessimis- 
tic. They figure competing materials 


will not make big inroads on steel. 


consumption, and that the industry 
will pretty nearly hold its pre-war 
ratio to total industrial activity. 


Du Pont Again 


We have come to expect a succession 
of miracles from the du Pont labora- 
tories. The latest introduced to 
public attention is a relatively inex- 
pensive chemical process through 
which soft woods can be transform- 
ed into hardwood — tough, fire and 
water resistant, colored if desired 
— and through which hardwoods 
can be made almost as strong as 
steel. In relation to our forest re- 
sources and the applications of 
woods, the economic potentials are 
enormous. Yet du Pont can revolu- 
tionize an industry, with but rela- 
tively modest change in its own 
status. The new process is but one 
of the many hundreds of chemical 
irons that this great company has in 
its fire. No single one has ever radic- 
ally or quickly changed its earnings 
—but they foot up to steady pro- 
gress. 
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American News 


You can scarcely escape doing busi- 
ness with the American New Com- 
pany, wherever you live, if you read 
magazines, newspapers or books, for 
its business is the distribution there- 
of, together with the wholesaling of 
stationary. Its divisions include 
Union News Company and Interna- 
tional News Company. The Ameri- 
can News Company is now 80 years 
old—but still looks ahead, under 
able leadership of President Michael 
A. Morrissey. The stock, listed on 
the New York Stock Exchange, is a 
“quiet” one, much above-average in 








Companies Reporting 
Increased Earnings 
(For Ist Quarter) 


1943 1944 
Atlantic Refining $1.51 $0.45 
Col. Broadcasting (a) 0.68 0.60 
Johns-Manville 1.66 1.23 
Keystone Steel 0.35 0.29 
Tex. Pac. C. & Oil 0.48 0.25 
West. Air Brake 0.41 0.33 
Libbey-O.-F.-Glass 0.95 0.14 
Und. Ell. Fisher 0.63 0.60 
Seagrave 0.26 0.21 
Pub. Ser. N. J. 0.44 0.42 
Pacific Mills (b) 1.14 0.88 
Atlas Tack 0.39 0.31 
Castle (A. M.) 0.63 0.57 
Eaton Mfg. 1.35 1.31 
Ferro-Enamel 0.46 0.27 
Caterpillar 0.98 0.73 
Flintkote 0.39 0.28 


(a) 13 weeks to April 1. 
(b) April 1 quarter. 








investment quality, not widely 
known to investors. Dividends have 
been paid every year since 1917. 
which is as far back as our records 
go. The rate has been $1.80 for the 
past three years, against $1.50 in 
1939-1940, $1.25 in 1938 and $1.75 
in 1937. Yield is over 5.1 per cent 
at present price around 3434. Price 
range has been fairly narrow. This 
year, 35-32, last year 36-26; 1942, 
2634-2154 ; 1941, 2614-2314. Evident- 
ly, a stock used to resisting market 
reactions. Reflecting sound long- 











term growth, net sales last year were 
about $131,000,000, against 1939 
pre-war peak of just under $64,000,- 
000 and 1929 top of less than $57,- 
000,000. 


























































The Banks 


National banks in 1043 had net 
profits of $350,000,000, an increase 
of about 44 per cent over 1942. 
Dividends, however, increased only 
$3,600,000 to total of $131,000,000. 
Banks today are in major degree 
“investment trusts” holding Gov- 
ernment bonds. Therefore bank 
stocks are safer than ever before. 
Yields, of course, are not high but 
for those seeking safe investment 
are much higher than can be had 
from high grade bonds. Bank of 
Manhattan currently yields about 
4.09 per cent., has paid dividends 
continuously for 96 years; Continen- 
tal Bank & Trust Co., 4.2 per cent 
with continuous record of 65 years; 
Chase National, 3.72 per cent and 
65 years; Manufacturers Trust, 4.25 
per cent and 35 years. 


Firestone Tire 


Differences, from an investment 
point of view, in the positions of 
the four leading tire companies are 
smaller than in any other industry. 
Perhaps the biggest one is Fire 
stone’s strong position in the chair 
store field. It has 656 stores hand 
ling not only its own products bw 
many other t¥pes of merchandise 
and is expected to resume this re 
tailing expansion when peace per 
mits. This is a stabilizing factor fo. 
the company which even previously 
had the most stable dividend recore 
in the industry. With exception o: 
1922 and 1923, the common got divi 
dends every year since incorpora 
tion of present company in 1910 
But most analysts figure that unde: 
good peace conditions, larger 
share earnings probably would bk 
shown by the other leaders. 













Concealed Progress 


Heavy war taxes tend to conceal the 
notable progress made by the Bris- 








Companies Reporting 
Reduced Earnings 
(For Ist Quarter) 


Start Saving 


Pan American Airways offers the 


following bold forecast of 1948 air § 


tol-Myers Company. Sales were 1943 1944 transport passenger fares for round. § 
less than $10 million in 1934, in- Magma Copper $0.45 ©=©$0.51 = trips: Bermuda, $37.26; London, § 
creased to over $15 million by 1937, iit ehh 0.90 0.99 $186.30; Rio, $265.50; Moscow, 
$22 million in 1941, $28 million last Gen. Cigar asp 027 053 $259.20; Bombay, $432. Bermuda § 
year. Operating profits have grown Howe Sound 0.42 0.93 it opines, will be 2:40 hours distant; § 
esp aeemeng: but Federal taxes Id. Rayon 0.53 0.58 London, 13:48 hours. If you really § 
ast year took 63 per cent of avail- - eS — mer one want a long flight, Hong Kong will 
able earnings. Even so, $4.02 per Am. Tel. & Tel. 221 240 take 44 hours, cost $594. | 
share was earned, against $3.69 the Bayuk Cigar 0.80 0.89 

year before and 1936-1939 range of Math. Alkali 0.30 = 0.36 Post-War Locomotives 

$3.49 and $3.21. Dividend is a well. = r7yste,® Vi oi a 
secured $2, yielding about 4.7 per Heller & Co. . 026 029 James E. Davenport, vice president 
cent at current price. Eventual end Blumenthal (b) 0.75 1.02 of American Locomotive Company, 
of excess profit tax would permit Granby Cons. 0.09 0.12 predicts radically improved locomo- 


earnings around $5 a share—under 
active business conditions — and 
justify more generous dividend 
policy. 


Curb Stocks 


The New York Curb Exchange 
proudly boasts that almost 200 of 


(b) April 1 quarter. 








Big Oil Reserves 


Now selling at a fraction over 16 
on the Stock Exchange, Texas Paci- 
fic Coal & Oil Company is reported 
to have crude oil reserves approxi- 


tives after the war. Indeed, they are 
already “in the works” since the 
locomotive builders have for some 
time been tapering off on tanks and 
some other war-time products, tap- 
ering up on locomotives. Diesel loco- 
motives will be further improved 
in efficiency; there will be more 
steam locomotives on the turbine 














its listed stocks have paid dividends mating 100 barrels per share of out- principle instead of with conven. 
without ommission for from 10 to standing capitalization amounting tional cylinders and side rods; but 

90 years. Of course, there are some solely to 886,541 common shares. most radical innovation, already Max 
inferior and little known stocks on Over past 8 years total producing tried out in Swittzerland, will be Joonsun 
the Curb — but also some of the wells have increased from 737 to 905, _ locos driven by gas turbines. most ¢ 
finest and best-known names in net annual production from 1,320,- normal] 
American business. To name but a 000 barrels to 2,862,000 barrels. Macy with w 
handful: Sherwin-Williams, Pitts. Earnings were $1.48 a share last as : als for 
burgh Plate Glass, Singer Manufac- year, against 1936-1939 average of You can buy a ~ bi are 2 a: 
turing, American Gas & Electric, just under $1. Dividend was 60 of things at en _ a Gociancks lated 
Consolidated Gas of Baltimore, Alu- cents last year, against pre-war aver- ves a pte 1 vegpc d wing 
minum Company, Niles Bement age under 40 cents. Financial posi- hte : (9 5 caigroame cht sez ‘h athe also, a3 
Pond, Quaker Oaks, Pepperell. Pratt tion is sound. This is, in short, a “eae uaa ee ccc enon ee oti 
& Lambert. low-price stock with real substance. ee 8 ea veal make: 
; te mn was $92,673,000 against $92,673,000 go wh« 
Gas Turbines Less Familiar “Good Names the year before and $90,575,000 in gies 3 

You will be hearing a lot about gas Quite a few well seasoned companies __ the 1941 fiscal year. Profit last year: J". 
turbines. This type of prime mover are not widely known by investors. | $1.67 per share versus $1.55 year A lo 
is the most efficient and economical One such is American Fork & Hoe. 0, $1.58 in 1941. Profit margin on the pos 
device for generating power that Its tool trademark “True Temper” sales is consistently well under 3 of con 
mankind has yet perfected. It is is familiar to millions of farmers per cent. pency 
significant in the same basic sense and gardeners. This business has a ‘ sider s 
that the inventions of the steam en- _ history of about 100 years. As pres- Higher Costs? far in ¢ 
gine, the electric motor and inter- ently incorporated it dates back to First quarter pre-tax net of usually large | 
nal-combustion engines were signi- 1910, since when dividends have stable Wrigley at $2,674,000 was p/res 
ficant. Allis-Chalmers — analyzed been paid in each year except 1933. sharply under $4,027,000 figure of J™@nd_ 
in the special article beginning on Recent earnings have been around year ago. But net for stockholders §@0n1 
page 77 — has a head start in this $1.40 a year. The stock (listed on dipped only from 87 cents a share ol dist 
new field and is regarded as the Curb Exchange) yields about 6 per _to 78 cents. Praise the Lord — or fave 4 
leading American pioneer in it. cent currently on $1 dividend. Congréss — for the tax “cushions”. }{"4s, < 
lo rep. 
strain | 
RAIL STOCKS IN 1937 AND NOW hoe n 
South. Atch. C.&0. South. N.Y. North. Gr.North. | evice: 
Rwy. Pac. Cent. Pac. A.C. L. Pfd. during 

ol oe saedkenseasseabbess (d) a oon $ 1 $ a $ ~ $ viong $ 3.97 $ 404 The 

RS FASRDD. ons. escicscniccosecsesesccccens bOS 

1943 Net Per Sharo .......... $15.81 rit $404 s15-47 $073 $1033 s133 ora pew 
198. Market Heh ............. 303% 67% 50 3014 20 1854 38 32% first re 
1944 Market High .....ccsccssssseesse 28l, 68% 48 1; 19% 17%, 391% 324, = Bby the 
Recent Price 23 65 44 28 17% 14% 37 30% wheth« 
Dividend Yield 8.7% 9.2% — 19% 1.1% 8.6% 6.9% 8.1% 6.5% facture 
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Consumer Goods 
Machinery Awaits 
| 


Green Light 


BY Pati eh? DOB ES 





American-Viscose Photo. 


The textile industry will be 
| among those requiring much new 
machinery after the war ends. 





Maxers of the machinery which is used to produce 
consumer goods have been busy in the war effort, but 
most of them have had to discontinue making their 
normal products either because of their pre-occupation 
with war goods, or because of lack of priority on materi- 
als for their usual work. As a result of this, it is certain 
that many of these companies will find a large accumu- 
lated demand waiting for them when they are able to 
wing back to their normal work. ‘Their customers, 
also, are anticipating a great demand for many of the 
civilian products which the machinery is designed to 
make; and where the old machines have been worn out 
or where expansion of plants is needed, will turn to 
these manufacturers for large amounts of new equip- 
ment. 

A long period of heavy public demand is looked for in 
the post-war years, and this in turn will force the makers 
of consumer goods to keep their machinery at top efh- 
ciency and to order innovations and improvements. Con- 
sider shoes, as an example. The total output has been 
far in excess of anything known in peace times, but a very 
large part of the production has been for the armed 
forces and for lend-leasing to our Allies. Civilian de- 
mand has been far greater than the supply and rigid 
rationing has resulted. Stocks of shoes in the hands 
of distributors are small. So, the shoe factories will 
have a very busy time for several years after the war 
ends, and they will have to order additional machinery 
to replace that which has been worn out in the great 
strain of supplying the armed forces and for export. The 
shoe machinery manufacturers have also adopted new 
devices as a result of research and experimentation 
during the war period. 

There are two factors which will have influence on 
post-war business of the companies in this field. The 
first relates to the machinery which has been financed 
by the Government for use in the war effort, as to 
whether this will be sold in competition with the manu- 
facturers, or-held off the market for a long period, or 
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sold to the manufacturers for them to dispose of to 
their customers. In machine tools, this is a very im- 
portant consideration, but in many of the lines covered 
in this study, it is less important. The second factor is 
the matter of exports, and how soon the Government 
will permit sales to foreign countries. Before the war, 
there was a large demand in a number of foreign coun- 
tries for machinery from this country, to be used in 
making consumer goods. Unless there are trade restric- 
tions, this market may be on a larger scale than ever 
before, as Europe particularly, and to a large extent 
parts of the rest of the world which has been without 
consumer goods for several years, will be in need of ma- 
chinery to make a quick start in building up materials 
for the people to use. 

While several of the machinery makers described be- 
low are also in the machine tool business, this study 
does not cover that part of the industry. 

United Shoe Machinery Corporation is one of the 
most prosperous companies in this industry. It has 
earned over $4 a share in the majority of years for a 
long period, and even in such a year of generally poor 
business as 1932, it earned $2.42 a share, while in the 
depression year of 1938, the earnings were $3.95 a share. 
The average income from 1935 through 1941 was $4.18 
a share annually and in 1942 it was $4.23 a share. In 
the year to February 28, 1943, however, income dropped 
to the lowest since 1932, being $3.27 a share. This de- 
cline was a direct result of the charging off of $2,200,000 
contingent reserve, or 96 cents per share, for the year, 
and actually net income was equal to $4.23 a share. In 
the previous year, this reserve was $1,000,000, or 34 cents 
a share, and this could be added to the $4.19 a share 
reported by the company. Thus these two years were 
really in the list of those where income was over $4 a 
share. Dividends have been liberal, with payments in 
every year for a very long period at- $2.50 a share or 
more. Starting in 1934, there were a number of years 
in which $4 to $5 a share was paid. The 1943 dividends 
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of $3.121% was the smallest since 1933. No figures have war ends. Lynch has been active in making war goods, Eso 
been made public as yet for the year ending February and will resume some parts of this work for civilian use only | 
29, 1944, as the company does not issue interim reports. after hostilities cease, especially in making machines for 60 ce! 
The demand for shoe machinery is expected to be wrapping foodstuffs, adopting the product now used in 0 ©¢! 
quite large after the war. There are current estimates wrapping Army rations. It has a subsidiary which is only 
that when shoe rationing is removed, the sales will engaged in making equipment for refrigeration plants, shares 
be upward of 600,000,000 pair a year by manufacturers also manufacturing air compressors and automobile lift, J Uni 
in this country, for domestic consumption and export. Lynch Corp. has had an excellent earnings record for af being 
This is over 100,000,000 pairs in excess of the pre-war long period of years and even in 1933 earned $1.98 af days 
average. United Shoe Machinery makes a number of share, while its income in every year since was above §compé 
different machines used in shoe manufacturing, and it $2 a share. The best year was 1937 when net earning files, 
also makes apparatus for the tanning of leather. Many were $6.71 a share. Starting in 1934, at least $2 a share § make 
of its machines are leased to the trade, which also in- dividends have been paid in every year. The company fother 
cludes repair shops and plants. The company is in a has only 150,000 shares of $5 par value capital stock, fone 1 
strong financial position, with its net current assets a with no bonds. tule. 
year ago at $29,906,208. It has no funded debt. Capi- American Machine & Foundry Co. produces machinery § machi 
talization consists of 258,366 shares of $25 par value 6% which is used in the making of cigars and cigarettes, for J dothii 
preferred, which is non-callable, and 2,297,995 shares of packing cigarettes and for stemming tobacco. This busi-fing of 
$25 par value common stock. ness has been at record proportions during the war and for cl 
Food Machinery Corporation is in a line of business there is every indication that it will continue at a veryfing a 
which is always active, but has its declines in the profit high rate. Because of priorities on materials, a consid-Jments 
end during periods of general lowering of economic con- erable amount of business for this specialized machinery f aund) 
ditions. Thus it barely covered all operating costs in has been deferred until after the war’s ending. As thefuwer ¢ 
the early 1930s, then had a sharp gain in income starting demand for cigarettes promises to continue and as muchfile Cc 
in 1934, with the 1935-41 average at $3.14 a share. In of the rest of the world will look to this country for sup-Jturing 
this period, there were two years in which earnings were _ plies for a time in the post-war era, a large accumulated J pressir 
above $4 a share. The wartime demand for food caused demand for this type of machinery is awaiting the time fdry-cle 
a great increase in this company’s sales of machinery, with when it can be made and delivered. American Machine jments, 
the result that income for the year to September 30, & Foundry has several other lines which should be quite f/aundr 
1942 was $5.55 a share and in the 1943 fiscal year, $7.70 active, including weighing, wrapping, baking and other f«uston 
a share. This income, however, was before contingency machinery. Like others in this business, this company pany ] 
reserves of $450,000 in 1942, or over $1 a share, and of — has been active in making war goods. The past earn-field, 
$1,400,000 in 1943, or over $3 a share. The sharp in- ings record has been fair, averaging well over $1 a share§pressin 
crease in earnings also reflected the large amount of war for the past ten years. Dividends in recent years havefprities 
work which Food Machinery has been doing, which been 80 cents a share. The company has only one secu-fwith w 
has included the making of tanks, fire fighting trucks, rity issue, consisting of 980,542 shares of no par valuefcompa 
pumps and a number of other items. The normal busi- capital stoek. tered 
ness of the company is in making machinery used in the American Machine & Metals, Inc., is in a number offimot 
preparation of fruits and vegetables, both for those mar- different lines of business. Those identified with thefwhich 
keted fresh and in canning, also for canning meat, fish, consumer goods machinery field include the making offuow, i 
etc. It has several other lines of activity, including an laundry machinery, machinery used in the chemical in-Je ma 
automobile brake-testing device, several kinds of pumps, dustry, equipment for processing beer, gasoline station}swell | 
box-nailing machinery and a chemical process for re- equipment, and equipment used in ventilating.  Itfof bus 
moving the dust from coal. makes several lines of equipment used in testing theWar pe 
Lynch Corporation is one of the leading makers of strength and hardness of metals, cement, etc., also oper U. S$ 
the machinery used in the manufacture of glass contain- ating a manganese mine in Montana and it owns a silver flarge a 
ers. This business has been very active in the past few lead-zinc property in the same siate. A number of diffi a re 
years as a result of the greater use of glass jars, etc., in ferent items for use of the armed forces have been madef\ear, 1 
place of tin cans and paper containers. It is believed during the past two years. The company has had goodfind th 
that a tin shortage will exist for a long time after the carnings in the past few years, but its record was poorfbank 1 
lar in 
of 1948 
STATISTICS ON COMPANIES MAKING MACHINERY FOR CONSUMER GOODS Og Ri 
at . - 
Earned per Common Share Dividends Paid per Share Price Ranges for Stocks ie 
Average Average ecent J: 
Name of Company. 1935-41 1942 1943 1935-41 1942 1943 1935-41 1942 1943-44 Price J" SWC 
Allis-Chalmers Mfg... ........ $2.84 $4.05 $4.51 $1.54 $1.00 $1.25  8314-103¢ 301,-22 14-2614 35 n the 
Amer. Machine & cme -- 1.14 1.39Je 1.32Je 0.92 0.80 0.80 lie 12%- 9144 15%-124% 15 Commo 
Amer. Machine & a - 0.42 2.68 2.50 0.14 0.50 1.00 - 134 10%- 738 12 - 8% 11% 1920s, 
Ex-Cell-O. 2.59 8.37Nv 6.00E 1.19 2.60 2.60 3434. 6 2634-2156 2914-20 28 ies 4 
Food Machinery. . aiscicceais) Eee 5.55Se 7.70Se 1.57 1.75 1.75 58 -10'¢ 42 -275g 60 -39144 57 
Foster a faeecewancessn ee 7.42 9.43 5414- 94g 12%- 914 233%%-1044 21% ees 
Lynch Corp. . ° 3.46 2.90 3.03 2.43 2.00 2.00 56 -1534 _- a 2914-1814 27% [ishare 
Ritter Co. . 0.44 3.96 3.50E 0.39 1525 1.25 35 - 434 9%%- 6% 174-9 132 fin whic 
United Shoe Machinery. . 4.18 4.19Fe 3.27Fe AGA 4.00 3.1214 9614-4516 A 50% 744-63 1% |. 
U. S. Hoffman Machinery. . 1.06 1.20 1.59 a 0.50 0.75 2314-234 634- 44 1114- 534 1014 flere 5¢ 
S. S. White Dental Mfg. . 1.01 1.91 2.15 0.91 1.20 1.20 2314- 734 151-1214 2014-15 20 ihe enc 
E—Partly estimated. an to Feb.28. Je—Yearto June 30. Nv—Year to Nov. 30. S. S. 
variety 
conside 
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prior to 1941. In the 1941-43 period, it averaged above 
jg.50 a Share annual earnings. Over a long period, the 
only dividends paid were 40 cents a share in 1936 and 
jo cents in 1937. Payments were resumed in 1942 with 
jo cents a share that year and $1.00 in 1943. ‘There is 
only one outstanding security, consisting of 273,800 
shares Of no par value capital stock. 

United States Hoffman Machinery Corp. is nearer to 
being in just one line of business than is usual in these 


days when chemical 
companies are in tex- 
tiles, oil companies 


make rubber and many 
other departures from 
one line are the usual 
tule. Hoffman makes 
machinery used in the 
dothing trades, consist- 
ing of a number of items 
for cleaning, dry clean- 
ing and pressing gar- 
ments and for use in 
laundries. The largest 
user of its machines is 
the clothing manufac- 
uring trade. Hotels, 
pressing shops, tailors, 
dry-cleaning _establish- 
ments, retail stores and 
laundries are its other 
customers. The com- 
pany has a large export 
field, especially for its 
pressing machinery. Pri- 
orities and occupation 
with war business by the 
company have _ inter- 
fred with a _ large 
imount of business 
which would be placed 
now, if deliveries could 
be made, but which will 
well the large backlog 
of business in the post- 
war period. 

U. S. Hoffman sold a 
large amount of its products on the installment plan, but 
4s a result of the lower sales to the public in the past 
\ear, less money was needed, to finance the business, 
ind the company made a reduction of $2,000,000 in its 
tank loans in 1943 and has further reduced them thus 
lar in 1944. These loans were only $500,000 at the end 
of 1943. The capital stock at the an end consisted of 
21,429 Shares of $50 par value 514% preferred (callable 
it $52.50) and 219,016 shares of $5 par value common. 
The preferred is convertible on a basis of one share of it 
lor two common. The company has had fair earnings 
in the past. The best year was 1941 when net on the 
common was $2.88 a share. Earnings were large in the 
ig20s, but were quite mixed in the 1930s, with several 
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‘ears in which deficits were shown, others with good 
profits. In 1942 and 1943, income was $1.20 and $1.59 
share on the common, respectively. After a long period 
in which no common dividends were paid, disbursements 
were 50 cents a share in 1942 and 75 cents in 1943. At 
ihe end of 1943, net current assets were $4,162,558. 

S. S. White Dental Manufacturing Co. makes a wide 
variety of machinery and supplies used by dentists. A 
considerable amount of business was done for the Gov- 
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Large demands for oil filled equipment must be 
served 


ernment during the past two years, while dentists in 
civilian life have used far more than their average pre- 
war amounts, per capita. The company also makes a 
flexible shaft for use in motor cars and aircraft. S. S. 
White Dental is 100 years old, having been founded in 
1844; the present corporation being 63 years old. Its 
100th year (1943) was the largest in point of total sales in 
its history. Earnings on the capital stock last year were 
$2.15 a share, which was somewhat below the two pre- 
vious years, but the past 
three years were better 
than had been reported 
for a long period before. 
Dividends have been 
paid on the stock for a 
very long period. The 
1942-3 rate was $1.20 a 
share. There is only one 
class of security out- 
standing, consisting of 
298,498 shares of $20 
par value capital stock. 
At the end of 1943, net 
current assets were $6,- 
636,360. 

Ritter Co., 
the same line as S. S. 
White, with its peace- 
time work devoted al- 
most entirely to the sup- 
plying of dentists with 
chairs, electrical motors, 
electrical air compres- 
sors, X-ray machines, 
and other supplies for 
the office and for labo- 
ratories. During the 
war, besides serving the 
armed forces with its 
usual supplies, it has 
made airplane parts. In 
the period just before 
the war, it entered the 
field of physician’s sup- 
plies. The company’s 
capitalization consists of 
20,000 shares of 5% preferred, par $100, callable at 105, 
convertible for 4 shares of common for each share of pre- 
ferred, and 149,000 shares of no par value common stock. 
Earnings have been irregular in recent years, with deficits 
in 1938 and 1939, net of $1.08 a share in 1940, $2.00 in 
1941, and $3.96 in 1942 after deducting a contingent re- 
serve equal to $1.64 a share. With that added, the net 
was $5.60 a share. The 1943 report is expected to show 
about the same as in the year before. 

Ex-Cello-O Corporation is principally a maker of ma- 
chine tools and precision instruments. Before the war, 
it had developed a large business in consumer goods 
machinery, and will resume this activity after peace is 
restored. One such type is sold under the trade name 
of “Pure-Pak,” and the machines are used for packaging 
milk in sanitary containers, mostly of paper, also for 
packaging other dairy prducts. Machines made before 
Pearl Harbor were in use in 31 states. In the past two 
years, these machines were in hundreds of war plants 
and in several score military camps. The company ex- 
pects to make far more of these machines after the war 
than it did before. It also has a strong position in tools 
for the motor industry. (Please turn to page 104) 
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addressed envelope. 


The Personal Service Department of THE MAGAZINE OF WALL STREET will 
answer by mail or telegram, a reasonable number of inquiries on any listed 
securities in which you may be interested or on the standing and reliability 
of your broker. This service in conjunction with your subscription should 
| represent thousands of dollars in value to you. It is subject only to the fol- 
1 


1. Give all necessary facts, but be brief. 
2. Confine your requests to three listed securities. 
3. No inquiry will be answered which does not enclose stamped, self- 


4. If not now a paid subscriber use coupon elsewhere in this issue and send 
check at same time you transmit your inquiry. 


Special rates upon request for those requiring additional service. 





Unissued Chicago, Milwaukee St. 
Paul & Pacific $5.00 Preferred 


In regard to my inquiry on C. M. 
St. P. &% Pac. $5 Pfd., my broker does not 
seem able to give me any definite infor- 
mation in regard to this. He states that 
his head office has given him permission 
to cancel these contracts but that he has 
received no definite information in re- 
gard to them from the brokers through 
whom they placed them. 

As I purchased this stock on a when, as 
and if issued basis, it seems to me that if 
a $5 Pfd. stock is issued the broker would 
have to deliver. It should be no con- 
cern of mine how often the plan of re- 
organization is changed or how it is 
changed. The agreement was that when, 
as and if a $5.00 Pfd. stock is issued he 
is to deliver it for the money which I 
put up. 

Until I am absolutely certain on where 
I stand on this matter, I do not want to 
cancel my contract. 

Can you give me any information in 
regard to this or tell me where I can get 
it? It seems I should be able to get some 
definite information somewhere on this 


transaction —H. C. C., San Diego, Calif. 


In response to your letter, con- 
tracts for all purchases and sales 
of the Chicago, Milwaukee, St. Paul 
and Pacific new preferred entered 
into on a when, as and if issued basis, 
were frozen as of March 16, 1943. 

At the office of the New York Stock 
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Exchange, it was said no rulings had 
been made there on the status of 
these contracts, since no dealings 
were conducted on the Exchange. 
Dealers, some of whom are members 
of the Exchange, anticipate that all 
contracts made on a when issued 
basis will be declared null and void 
if the revised plan now pending be- 
fore the courts is authorized in pref- 
erence to the plan approved by the 
Interstate Commerce Commission 
and which was the basis for initia- 
tion of trading in new St. Paul bonds 
and stocks on a when issued basis. 

The whole situation seems to be 
so involved that it may become the 
subject of considerable legal action 
should the when issued contract be 
cancelled unless such action is au- 
thorized by the Securities Exchange 
Commission. ‘Those who have a 
profit are going to want to collect 
it while those who have a loss will 
want to get out from under. 


Oil Royalties 


I have been hoping to see something 
in your Magazine some time regarding 
Oil Royalties of which considerable in- 
terest seems to be taken at present. 
Please tell me what you think of them— 
their advantages and disadvantages as 
an investment medium—ACK, Walton, 


NN. es 


THE 


MAGAZINE OF WALL STREE! 


Oil Royalties are a very compli: 
cated proposition, and each indivi. 
dual purchase must be considered on 
its own merits. Among the things 
that one must have in full detail are 
location of lease, owner, exact size 
or proportion of interest in lease, 
previous distributions if any, and the 
company taking the output, just to 
mention a few. 

All of these details are more or 
less outside the province of security 
investments so that one must choose 
a specialist in this field if one is to 
get good results. Were it possible 
for us to provide this service, it 
would hardly be fair to the great 
majority of subscribers to develop a 
special department for the few peple 
who inquire on oil royalties when 
the number of inquiries on bonds 
and stocks requires the full concen 
tration of this department’s staff. 

Among the factors to be consid 
ered as unfavorable are the high 
degree of risk involved, the fact that 
there is usually plenty of liquid 
money available so that most of the 
choice royalties are placed right at 
home and that the favorable tax 
position is gradually being reduced. 
In the past, distributions were more 
or less tax exempt since the early 
distributions were considered to be 
a return of capital while the latest 
rule is, we believe, that the life of 
the property must be estimated and 
the distribution pro-rated on_ the 
basis of probable life, charging the 
balance as income. Too many people 
who buy oil royalties overlook the 
factor of return of capital in figuring 
results and therefore do not deduct 
the portion considered as return of 
capital, which would take much of 
the glamour from royalties. 

On the bright side, the strongest 
factor is, of course, the probable fu- 
ture demand for oil and gas and 
the chance for increase of profits if 
taxes return to what has been com 
sidered a normal basis. That, how 
ever, can not ‘come for some time. 
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During the past fortnight per capita busi- 
ss activity has eased off a bit from its 
time peak; but despite the much publicized 
bor shortage, we would not look for any 
portant recession until after a successful in- 
sion of the Continent makes it safe to re- 
ce armament production. WPB Vice Chair- 
an Batt says that output of war materials 
is year must be at least 20% above 1943 
d that the WPB has not thought of ex- 
diting industrial reconversion to civilian 
nods manufacture at this time. 













* * * 







Decision to draft coal miners under 26 years 
age is likely to aggravate the coal short- 
ge this coming winter, though closing down 
0 of the Aluminum Co.'s high cost steam 
enerating plants should save a million tons 
coal a year. The draft is making further 
oads into the farm labor supply; but what 
left is being so efficiently utilized that do- 
stic food production this year is expected 
bbe the largest on record. 













* * * 





Any significant recession in production, 
en it does come, will result from a shortage 
work to do rather than workers to do it. 
en at this late date there is still considerable 
astage of work potential which can and will 
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CONCLUSIONS 


MONEY AND CREDIT—Federal Re- 
serve Board abandons "Inflationary 
Gap" illusion. Canny Americans saved 
$70 billion the past three years. 


TRADE—February retail store sales 
about even with last year on volume 
basis. Pre-Easter department store 
sales 30% larger in value than a year 
earlier. 


INDUSTRY—Any considerable reces- 
sion in production, when it comes, will 
result from a shortage of work to do 
rather than workers to do it. 


COMMODITIES — Futures reaction- 
ary, particularly wheat and cotton, 
under prospects of larger supplies and 
invasion jitters. 


Ihe Business. Analyst 





BUSINESS ACTIVITY 


PER CAPITA BASIS 
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Latest Previous Pre- 
Wk.or Wk.or Year Pearl PRESENT POSITION AND OUTLOOK 
Date Month Month Ago —_— Harbor 
FEDERA 
“ ae SPENDING (#) $b Apr. 121.81 1.83 1.53(0.43 
mulative from Mid-1940.............. Apr. 12 179.6 177.8 90.3 14.3 (Continued from page 97) 
be overcome by American resourcefulnes;, 
FEDERAL GROSS DEBT—$b Apr. 12 184.7 184.3 116.0 55.2 | WPB is urging wider adoption of incentive py 
plans under which a number of concerns an 
MONEY SUPPLY—$b already boosting output—in some instances 4 
ansnd Oagastentbt Cites........ _— 33.8 32.9 330 243 much as 100%. Organized labor has in the past 
Currency in Circulation................. Apr. 12 21.3 21.2 16.4 10.7 | been opposed to piece work, in some cases th 
objection was well founded; but the idea my 
BANE DEBITS—13-Wook Aveo. etal _ geen now that the Principle has 
New York City—$b.....csccccccssssseeeee Apr. 12 5.63.—«5.67 «4.65 —s«32«92 ne en 
100 Other Cities—$b...0..c-cccsse.. Apr. 127.65 2 7.67—s«664s«SS.ST e+ 8 
Army officials are considering placing war in. 
INCOME PAYMENTS—Sb (cd) Feb. 12.34 12.41 10.64 8.11 | dustries on two 10-hour, instead of three 8-hou, 
Salaries & Wages (cd).................... Feb. 9.03 8.89 7.89 5.56| shifts. The Navy's Atlantic Coast shipyards ar 
Interest & Dividends (cd)................ Feb. 0.45 0.81 0.44 0.55 { alread ki t i 
Farm Marketing Income (ag)........ Feb. 1.33 1.54 1.13 121 ‘ “ “a re ee 
includ'g Govt. Payments (ag)........ Feb. ve’ Te EE nga seghabpegean: 
few concerns are now hiring about as many dis 
charged veter d 4-Fs as th ing i 
pra orn oe m Feb. 50.2 50.4 51.7 51.0 | the ah In wed of ier a 
gricultural Employment (ag)... Mar. 8.6 F , i 
Employees, Manufacturing (Ib). Feb. 15.7 188 182 34 on yaitiin wn cathaac ee pee 
Rckises-dueamaner Oe... Feb, “4 5s 4 7 sult is a marked increase in the efficiency of 
UNEMPLOYMENT (cb) m Feb, 09 I 15 39 workers retained. They strive to beat the lay-off 
But it doesn't work out that way where seniority 
FACTORY EMPLOYMENT (ib4) Feb, 166 s6Ts8Gt«N:C«* HOS ar igilly onnforcod. Communnicts ploam 
ae CiteN Feb. 228 230 222 168 note:—Russia does not recognize seniority. This 
Non-Durable Goods ....ccccsuesseeen Feb. 117 117,123,120 Sand other cost-padding expedients will have te 
FACTORY PAYROLLS (ib4) Ran! 327 328 291 189 be abandoned if we are going to hold our export 
trade after the war on a commercial, rather than 
grvarelmaggs & WAGES (ib) a lend-lease, subsidized or barter basis. 
ORI MIE 2s sisks scussscssccccessceesveseseexs Jan. 45.1 44.8 : 
Hourly Wage (cents)...............ccscse0 Jan. 100.1 99.5 a9 81 Pate 
Weekly wage ($).............--.---..------ = Jan. 45.15 44.58 40.62 32.79 It is gratifying to learn from the April Bulleti 
m the April Bulletin 
that the Federal Reserve Board has at last come 
oy ee (Ib2) fo 8 me? 103.6 103.5 92.2 | around to the view often expressed in The 
wnany onsabcheesenenestesnscndbaseossto eb. 35.0 135.3 130.4 116.1 Magazine of Wall Street that the so- -called 
“inflationary gap" has not been raising prices 
COST OF LIVING (Ib3) Feb. 123.7 124.1 121.0 110.2 | a8 alarmists feared. Says the Board: "While 
et wee Be ies iat 133.6 113.1 funds available for spending by civilians have 
- badeannaemanN oR - Set a ae ele 
" . crease (abou illion in the past three years 
manana has been added to the holdings of cash, deposits 
d nar ans 
iS iiigistime tilt... iad ‘ai aie iia ‘lh nes Government obligations held by individuals 
DUP DIOS iscisisssicissnsssssciessssesesss Feb. 0.63 0.64 0.58 14] reer ere Her ee a ae 
one Sato ep hear guggeeiaeamamaaieg Feb. 4.20 4.29 3.88 315g | active in bidding for the limited stock of civilian 
Chain Store Sales (ca)........ssse Mar. 189 = 186180 151 | goods." 
Dept. Store Sales (rb) (1).............. Mar. 154 151 136 116 phils 
Dept. Store Stocks (rb2).................. Feb. 105 105 102 95 Cc D h 
ommerce Department estimates that state 
osenaineien: tax revenues rose to $3.9 billion last year, 18% 
larger than in 1940; running expenses took $1.9 
New Orders (ed2)—Total Feb. ill 
a | . wenn aed _ _ in ph billion of this and capital expenditures $0.5 bil. 
Non-Durable Goods Feb. 196 189 191 178 lion, compared with $1.8 billion and $0.7 billion, 
gy ose od on ligaragae eee _ 281 266 255 183 respectively in 1940. During the four-year period, 
urable Goods ............ rare eb. 388 368 337 220 tax revenue totaled $14.7 billion, runni 
ages ay a aa : , running expenses 
on-Vurable Goods wsseseeeeeseee Feb. 197 186 192 155 $7.3 billion and capital expenditures $2.5 billion— 
er 9 billi : : 
aaieniieainciiiiiiitiia ona, mononpne tcagg for debt retirement and ad 
End of Month - sadiiaaaiaan brews Feb. 27.6 27.6 27.3 26.7 oe = 
Manufacturers’ - . caret? Feb. 17.6 17.8 17.4 15.2 
Wholesalers Feb. 41 41 40 46 National banks had aggregate net profits of 
etailers’ Feb. 5.9 5.7 5.9 7.2 | $350 million last year (44% above 1942) of 
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Latest Previous Pre- 
Wk. or Wk. or Year Pearl PRESENT POSITION AND OUTLOOK 
Date Month Month Ago _— Harbor 
BUSINESS ACTIVITY—1—pc Apr.8 133.7 133.8 = 129.2——118.2 
MM. W. S.J topes PP Apr.8 1629 163.0 «1588 1395 $131 million (only wives we 
. int sas eae 
INDUSTRIAL PRODUCTION (rb3) | Feb. 243 «242,~=«232+~=~=«174~*| "gn Previews year) was paid out in dividends 
Durable Goods, Mff............c:ccsseeeee Feb. 261 261 250 215 yas er Se en ae eee 
tuted Non-Durable Goods, Mfr................. Feb. 175 174 174 141 At the end of March this year, fewer than 800 
| — national banks had only $125 million of preferred 
tive CARLOADINGS—t—Total Apr. 8 789 788 789 833 : “ 
nom ” Manufacturers & Miscellaneous...... Apr. 8 376 384 381 379 stock outstanding compared with 2,300 banks and 
"Ei Mdse., L. C. L. Apr. 8 109 109 100 156 $600 million preferred stock (with corresponding 
INCeS a Coal eee Apr. 8 169 166 174 150 indebtedness to the R. F. C.) at the peak of the 
the RURRED, 2 525605 casa ds cSssesagasebeadietesorese} Apr. 8 40 41 42 43 banking crisis in 1932-3. 
“ei tw ELEC. POWER Output (K.w.H.)m Apr. 8 4,361 4,409 3,882 «3,269 * ++ 
ea may 
iple ha SOFT COAL, Prod. (st) m Apr. 8 12.0 11.7 12.2 10.8 A tenacious popular notion that Big Business 
issia, Cumulative from Jan. ! Tp ae Apr. 8 174.5 162.5 169.8 466 has been profiteering in this war is not borne 
BIOGRS, TENONAD sons cccscsccosescssnsencacssosees Feb. 52.7 53.6 76.6 61.8 ; apis 
out by the cold facts. According to compilations 
ge tga Hen m pone n in 205 an by the National City Bank, 2,625 larger corpora- 
wat bE Gasoline Stock... Apr.8 88.0 89.2 93.4 _— 87.84| tions, possessing 40% of all corporate capital 
8-hou, Fuel Oil Stocks......... - Apr. 8 51.1 51.3 67.2 94.13] assets, earned last year after taxes a 7% lower 
rds ang, Heating Oil Stocks Apr. 8 30.5 30.5 31.0 54.85] rate of return on their aggregate net worth than 
. saving LUMBER, Prod. (bd. ft.) m Apr. 8 613 577 596 632 in 1941; whereas the rate of return for all cor- 
tion. AB Stocks, End Mo. (bd. ft.) b............ Mar. 3.5 3.5 4.3 12.6 | porations, big and small, was the same for both 
any di- STEEL INGOT PROD. (st.) m Mar. 780 7.19 7.67 «6.96 | Yee"s- Not only this; but the 2,625 larger cor- 
sing inf Cumulative from Jan. Vo... Mar. 22.6 14.8 209 74.69 gc ta 19% less Pe on net worth 
. many — tt an in the boom year, 1929, whereas all corpora- 
The re es ° Apr. 13 32.9 34.9 93.6 93.5 | tions, big and small, showed a drop of only 8%. 
yncy off Cumulative from Jan. bo... Apr. 13 517 483 1,088 5,692 * * * 
lay-off, 

._., P MISCELLANEOUS A ee ; th 
a Paperboard, New Orders (st)t........ Apr. 8 179 139 152 165 2 a <o a me ee — on b bee 
pleast# Waste Paper Stks., End Mo. (st)t.... Feb. 113 113 355 167 nc hrc ase wsetboie wetee = —_ 
y. WRN, Am. relma hed, tt Nae: 332 315 334 4it retail sales spectacularly during the closing days 

End Mo. (stit.... Mar. 632 632 772 745 of March. Department Store Sales in the week 
are ME cod tale, hk End Mo. (elt Feb 75 71114 98 ded Apr. | d to 32% above | 
ood Pulp Stks., En o. {s ; le ende pr. | spurted to 32% above last year. 

— Anthracite Coal Production (st)m. Mar. 5.57 5.88 5.82 3.83 z 

er than ag—Agriculture Dep't. b—Billions, ca—Chain Store Age, 1929-31—100. cb. Census Bureau. cd—Commerce Dep't. cd2—Commerce 
Dept., Jan., 1939—100. cd3—Commerce Dep't. 1939—100. cdlb—Commerce Dep't. Index (935-9—100) using Labor Bureau & other 
data. en—Engineering News-Record. |—Seasonally adjusted Index. 1923-5—100 Ib.—Labor Bureau. Ib2—Labor Bureau. 1926—100. Ib3— 
labor Bureau, 1935-9—100. Ib4—Labor Bureau, 1939—100 m. Millions. mpt—At Mills, Publishers & in Transit. np—Without compensation 

. Ffor population growth. pc—Per capita basis. rb—Federal Reserve Board. rb2—Federal Reserve Board, adjusted index, end of Mo., 1923-5— 

Bulletin 100. rb3—Federal Reserve Board adjusted index, !935-9—100. st—Short tons. t—Thousands. tf—Treasury & R. F. C. 

t come 
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cole —— 1944 Indexes (Nov. 14, 1936, Cl—100) High Low Apr. 15. Apr. 22 

prices Hives (1925 Cl.—100) High Low Apr. 15 Apr. 22 | 100 HIGH PRICED STOCKS... 66.93 62.77 64.15. 63.75 
"While 283 COMBINED AVERAGE .. 883 79.5 84.9 82.9 | 100 LOW PRICED STOCKS. 87.70 75.33. ~«=«83.72—«81.32 
5 have 4 Agricultural Implements 161.0 148.6 149.8 149.2 6 Investment Trusts 38.3 34.0 35.7 34.8 
he ing Aircraft (1927 Cl—100). 132.9 119.7 1263-1225 3 Liquor (1927 Cl.—100) 356.2 291.4 339.5 323.0 
yeas! 5 air Lines (1934 Cl—100). 470.9 421.9 431.1. 421.92 | 8 Machinery 114.6 105.2 110.4 ~—-107.9 
*posii | 5 Amusement 742 68.2 «72.4 ~—68.2a_ | 2 Mail Order 89.0 825 862 83.1 
viduals 12 Automobile Accessories 133.4 119.0 126.9 124.2 3 Meat Packing .... 64.9 55.5 58.4 57.4 
| been 12 Automobiles ...... 202 176 189 187 | 11 Metals, non-Ferrous .... 127.3 119.8 122.0 120.4 
civilian 3 Baking (1926 Cl.—100) 14.1 12.9 13.8 13.4 3 Paper 14.7 12.9 13.6 13.2 

3 Business Machines... 184.9 -I7I.9—171.9a_—sN7LL9 | 22 Petroleum 133.3 121.3 129.8 = 129.1 

2 Bus Lines (1926 Cl.—100) 115.3 101.9 107.6 101.9%a 19 Public Utilities Secccce, aaee 48.8 50.9 48.8a 
statell 5 Chemicals 195.4 177.2 180.2 178.6 4 Radio (1927 Cl—100)..... 246 8215 234 223 
, 18%) 4 Communication 64.1 57.1 62.5 61.1 7 Railroad Equipment .- 57.8 51.5 53.6 51.5a 
k $1.99) 12 Construction . 36.8 33.1 35.2 35.0 18 Railroads _. 19.2 14.1 18.6 17.8 
5 bik! 6 Containers a 248.1 220.1 «241.9 = 237.3 2 Shipbuilding - 83.7 703 80.2 772 
sillion, | 8 Copper & Brass .. 69.1 63.1 64.8 4.3 3 Soft Drinks 327.5 305.2 312.9 —-305.2a 
eriod, {| 2 Dairy Products ....... 41.8 38.6 41.2 41.0 No Sigan Gee tegen 73.3 65.7 69.5 68.0 
senses f| 6 Department Stores ............. 30.8 28.2 30.2 29.5 3 Sugar 46.6 41.7 45.3 43.0 
lion— ff} 5 Drugs & Toilet Articles... 99.5 81.0 97.5 96.7 Be Sa soa ee 171.7 162.3 166.1 162.6 
d ad-§| 2 Finance Companies............. 234.0 217.2 227.0 223.5 3 Textiles seta tste reece 56.9 48.0 50.9 50.2 

miEaadiBrande) cn 1898 123.1 128.8 124.6 3 Tires & Rubber... 29.9 25.4 28.6 27.6 

2 Food Stores __.. 50.6 466 494 49.4 4 Tobacco 65.1 60.2 64.2 63.9 

Wii cas 62.1 56.4 60.4 59.5 2 Variety Stores - Mitra! 219.7 230.3 225.0 
fits : 3 Geld Mining ................. 1010.4 905.4 930.9 921.8 21 Unclassified (1943 Cl—100) 107.6 98.7 105.8 103.9 
2) o 

a—New LOW this year. 

1944 99 


mare 29, 





é 
} 





Trend of Commodities 


Commodity futures, particularly wheat and cotton, 
developed reactionary tendencies during the past fort- 
night—partly owing to prospects of larger supplies and 
partly due to contraction in speculative demand occa- 
sioned by conjectures that the approaching invasion might 
lead to an earlier than anticipated conclusion of the 
European phase of the war. On the basis of April | con- 
ditions, the Agriculture Department predicts a 1944 win- 
ter wheat crop of 601! million bushels, compared with last 
year's harvest of 529 million. Over against this private 
estimates look for a carryover of little more than 150 mil- 
lion bushels at the beginning of the new crop year on 
July |. Huge quantities of the grain will be converted into 


alcohol, requirements of which for 1944 are estimated 
630 million gallons. Rubber program will take more tho 
half of this. Cotton cloth production reached an all-tim 
peak of 12.4 billion yards in 1942, slumped to 10.6 bill 
last year and is still shrinking. Trade sources fear pr 
duction (70% for war needs) may fall short of require 
ments this year by 2 billion yards. This would mean |, 
million fewer bales of raw cotton used this year than j 
1943. Recently ordered 48-hour work week will not hej 
much; but it raises unit labor costs. Workers can still ¢ 
better elsewhere. Increase in basic wage rate would |i 
ceiling prices. OPA says "No". 


























































































































U. S. DEPARTMENT OF LABOR INDEX OF 28 BASIC COMMODITIES 
Spot Market Prices — August, 1939, equals 100 


Date 2 Wk. Mo. 3 Mo. 6Mo. | Yr. Dec. 6 
Apr. 15 Ago. Ago. Ago Ago Ago 1941 


180.7 180.7 181.0 179.0 178.3 176.7 156.9 
168.2 168.2 168.3 167.6 167.1 168.3 157.5 
189.3 189.3 189.8 186.8 186.0 182.3 156.6 


28 Basic Commodities ___.. 
11 Import Commodities... 
17 Domestic Commodities 


180 1 , 1 135 
WHOLESALE COMMODITY PRICES 
vd -—" FARM PRODUCTS 
sated 125 f= 
an - 
105 / Ve 
7 
140 / RAW 
° 100 1S Y MATERIALS 
4 7 
bs 120 DJ FM A as Ps 
o WA / 
% 105 #- 
N MANUFACTURED 
J ‘PRODUCTS : 
4 . . a pee ee ome 
* 2: ff” ~~ “St. §¢§. “SF £4 ble oooepoe® 
QS [arcsec reat (i 
80 NON- FARM PRODUCTS 
6 0 . ‘ 1 ! ! 
‘20 ‘25 “20 ‘35 42 ‘43 ‘44 1942 1943 1944 
4 







Date 2 Wk. Mo. 3 Mo. 6 Mo. I Yr. Dec. 
Apr. 15 Ago. Ago. Ago Ago Ago | 


222.2 221.7 223.2 217.8 217.9 208.6 163) 
207.1 206.8 207.5 206.3 205.0 201.2 16 
163.0 163.1 163.3 160.8 161.4 160.1 148 


7 Domestic Agricultural... 
12 Foodstuffs 
16 Raw Industrials ............. 





COMMODITY FUTURES INDEX 

















100 FEB. MAR. APR. 
95 
90 
DOW JONES 
COMMODITIES INDEX 




















Average 1924-26 equal 100 


1944 1943 1942 1941 1939 1938 1937 
High s--vssceeveeeeseree 98,13 96.55 88.88 84.60 64.67 54.95 82.44 
ow eo 95.91 88.45 83.61 55.45 46.50 45.03 52.03 
100 




















SPOT COMMODITY INDEX 
200 FEB. MAR APR. 
250 — wfc. 
240 
MOODY'S INVESTORS 
SERVICE INDEX 
230 | 

















15 Commodities, December 31, 1931, equal 100 
Connie by Moody's Investor Service 


944 1943 1942 1941 1939 1938 19% 
lgh a2 251.5 249.8 239.0 219.0 1723 152.9 
BOW sisesscacccsi ces . 247.0 240.3 2200 I716 1384 130.1 | 
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Changing Vistas for the 





Chemicals 
nated , 
oka (Continued from page 87) 


-6 billioffnded debt for the last two decades; 
ear promhere one exists, it is invariably of 
requirguall proportions. 
nean |, While semi-fixed overhead is heavy, 
- than igperating costs are relatively low, 
not hegetmitting readily reduction of oper- 
» still qgions in slack times without incur- 
edi ing heavy losses. Sales gains in years 
st have more than compensated for 
he down trend in selling prices and 
ofit margins were well maintained 
though in recent pre-war years, 
hey have become increasingly sensi- 
ve to volume. Due to the nature of 
e business, depreciation charges 
emuch higher than in other indus- 
ries. 
Since the outbreak of the war, costs 
ave continued to mount and will 
mobably extend their upward trend 
bit profit margins have been main- 
hined—in many cases widened—by 
he sharp rise in volume. The great 
ar-time expansion of plant capacity 
mints to a further rise in overhead 
sts but improvement in cost con- 
fol may well offset this factor in the 
mg run. Temporarily, though, pres- 
ure On margins will increase when 
lume diminishes during the recon- 
esion and transition period. Most 
mpanies experienced a_ small 
tinkage of profits during 1943, re- 
lecting advancing costs and taxes; a 
ther contraction may well occur 
is year, for identical reasons. 
Still chemical shares, in large part 
. DecHenresenting growth situations, have 
go IMB coodly measure of investor appeal 
8.6 IGfver the longer term. On a statisti- 
: . al basis, they are not cheap; the 
“ “Bpajority sell at high multiples of 
amnings and dividend yield is small. 
Hence while the industry’s return on 
vested capital over the last decade 
veraged about 12%, long-term earn- 
igs on basis of current market price 
br individual stocks have been no 
etter than average. 
—) § The appended statistical table il- 
strates in detail financial position, 
vestment position and the results 
flast year’s operations of most lead- 
—| Mg companies. These data are self- 
xplanatory and their close study, in 
bnjunction with the foregoing gen- 
J ral comment, is recommended to 

























ur readers. It must be cautioned, 
owever, against drawing erroneous 
¢nclusions in comparing the data 
Mf individual companies. Not all of 
he companies listed are comparable 





} IMBn every respect and therefore only 
1 . ch active in related fields are suit- 
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able for comparative analysis though 
naturally, purely investment aspects 
apply to all. 

Among makers of general chemi- 
cals, DuPont is the leading enter- 
prise; its name has become a house- 
hold word. Ever since 1g04 it has 
paced the movement toward diversi- 
fication and exploitation of new 
products. Coal tar dyes, synthetic ni- 
trates, cellophane, lacquers, plastics, 
synthetic resins, synthetic camphor, 
neoprene, titanium oxide and finally 
nylon and lucite are important mile- 
stones along the company’s impres- 
sive road of progress. Between 1928 
and 1938, over $109 million were in- 
vested in plants for new products. 
Today, the company is on the thresh- 
old of even greater achievements 
based on post-war exploitation of 
many new products. Outstanding 
among them are neoprene, a syn- 
thetic rubber; lucite, the aforemen- 
tioned transparent plastic: poly- 
vinyl alcohol, a new type synthetic 
resin and the well publicized nylon. 
All are endowed with eminent 
growth possibilities. There are 
others, too, still a deep secret, to be 
introduced to the public when the 
war is over. But apart from this, 
duPont is a prominent factor in vir- 
tually every branch of the vast chem- 
ical field. 

The company is well prepared for 
resumption of peace-time operations 
and probably has no important re- 
conversion problem. Well heeled fi- 
nancially, leading in research and 
under a most efficient management, 
it should continue to enjoy excellent 
earnings and participate prominent- 
ly in post-war markets here and 
abroad. Earnings are weighted heav- 
ily by returns from large outside in- 
vestments, principally from General 
Motors, but these promise to be ex- 
cellent during the post-war recovery 
phase. Plant expenditures during 
war-time were limited mostly to reg- 
ular commercial products; indica- 
tions point to the need for added 
facilities notably for nylon but some 
other products as well. Yet it is be- 
lieved that no new financing will be 
required to carry out this expansion 
program. Working capital comes to 
over $200 million and inventories 
amount to $83 million. It is confi- 
dently expected that after the war 
there will be sufficient immediate 
military and urgent civilian needs 
to absorb much of the industry’s sur- 
pluses, hence the inventory problem 
should be relatively minor. 


Next in the order of importance 
is Allied Chemical & Dye Corpora- 
tion, largest producer of alkalis and 
a ranking manufacturer of sulphuric, 
nitric, muriatic and other acids, and 


NOTE—From time to time, in this space, 
there will appear an advertisement which we 
hope will be of interest to our fellow Ameri- 
cans. This is number fifteen of a@ series. 

ScHENLEY DisTiLters Corp., N. Y. 


Double-Barreled! 


The other day we wrote a piece 
captioned, “ASTRONOMICAL FIG- 
URES.” We mentioned that the Treas- 
ury Department is collecting, annually, 
about $1,200,000,000 in revenue from 
the sale of alcoholic beverages. Our 
figures were short a couple of hundred 
millions. The actual Federal revenue 
collected was $1,423,646,457 for the 
fiscal year ended June 30, 1943. And 
now, please let me add up the grand 
total of public revenues from the sale 
of alcoholic beverages since Repeal . . . 
$10,607,686,108! 

Aside from its role as Number One 
Tax Collector for the Federal Govern- 
ment, the Alcoholic Beverage Industry 
also collects revenue for state and local 
governments. In 1942, it turned over 
to state and local treasuries $504,939,- 
267, the highest yearly total since Re- 
peal. By mid 1943, the total state and 
local revenues, alone, from alcoholic 
beverages since Repeal, amounted to 
about $3,750,000,000. 

The Distilled Spirits branch of the 
Alcoholic Beverage Industry is unique 
in this critical emergency period. 
Unique because, while the sale of its 
products out of reserve stocks is pro- 
viding enormous tax revenues now, it 
is not manufacturing a single drop of 
its products now. Whiskey distilling 
ceased in October 1942. All the dis- 
tilling facilities of the industry are en- 
gaged in making precious war alcohol, 
principally used in the making of 
smokeless powder and synthetic rubber. 
We cannot think of another American 
industry so situated that it can do this 
DOUBLE-BARRELED kind of job. 

’ Even the most casual thinker should 
take cognizance of this fact because he 
must realize that this vast sum is ur- 
gently needed, and must come from 
some source, and he and 130,000,000 
other Americans must supply it in 
some manner. 

We think if you are one of the 73% 
of American voters who voted for 
Repeal, you will get some satisfaction 
out of the fact that, not only did you 
contribute to the restoration of the 
rights of the individual and respect for 
constitutional authority, but you con- 
tributed to the re-birth of an industry 
which is playing so important a part 
in the economic life of a nation during 
its most critical period. 

MARK MERIT 


of ScHENLEY DistILLERs Corp. 
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a long list of heavy chemicals, in- 
cluding ammonia and sodium ni- 
trate which probably contribute over 
half of operating income. The rest 
comes from coal tar crudes, inter- 
mediates, dyes and pharmaceuticals. 
Because of its strong trade position, 
the company should share fully in 
the growth of demand for basic 
chemicals but competition is likely 
to sharpen after the war in certain 
lines, particularly caustic soda, chlor- 
ine and ammonia due to war-inflat- 
ed capacity of the industry as a 
whole. Allied Chemical, too, has a 
sizable income from outside invest- 
ments though not nearly as large as 
duPont’s. The company owns good- 
sized blocks of common stock of Air 
Reduction, U. S. Steel, Owens IIli- 
nois Glass, American Viscose, and 
American Light & Traction pre- 
ferred. The entire portfolio, at cost, 
amounts to $83 million and is car- 
ried at $29 million on the company’s 
balance sheet. Income therefrom last 
year amounted to $3.13 million com- 
pared with total net income of about 
$19 million. 


Another ranking chemical produc- 
er is Union Carbide & Carbon Cor- 
poration, making a wide range of 
products. These include numerous 
alloys and metals, industrial gases, 
chiefly oxygen and acetylene, carbon 
products such as electrodes, batteries 
and motor brushes, a wide range of 
chemicals including alcohols, glycols, 
organic acids, anti-freezes (Prestone) 
esters and resins. It is also a ranking 
producer of plastics of various types 
and of the well-known vinyon syn- 
thetic fiber, Vinylite molding pow- 
der and Vinyl acetate, and still leads 
in the important Bakelite plastics 
lines. The company is one of the 
most aggressive in the entire plastics 
field. Over $292 million were spent 
for plant expansion in the past four- 
teen years, most of it from cash in- 
come. Of $40 million bonds sold in 
1938, $22.8 million are currently 
still outstanding, the only obligation 
preceding the common issue. The 
steady expansion of the company’s 
product list should prove a stabiliz- 
ing influence. Semi-fixed overhead is 
relatively small compared with most 
large chemical concerns. 


Holding an outstanding position 
in its field, Monsanto Chemical Co. 
makes over 300 chemicals, grouped, 
in order of sales importance, as (1) 
industrial chemicals such as acids, 
alkalis, salt cake, coal tar interme- 
diates and tar acids; (2) plastics, 
plasticizers and solvents; (3) phos- 
phoric acid and phosphates; (4) fine 
chemicals, chiefly pharmaceuticals; 
(5) rubber chemicals and (6) a wide 
range of miscellaneous products. The 
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pharmaceutical industry normally is 
the largest single outlet and foreign 
business is fairly important. Both 
have excellent growth potentialities. 
Over-all sales should extend their 
long-term growth because of the con- 
stant development of new products, 
especially in synthetic resins and 
vinyl type plasticizers, and the prom- 
ising markets for many established 
lines, particularly plastics and phos- 
phate chemicals. Close cost control is 
maintained but currently the mount- 
ing burden of overhead is making 
net income increasingly susceptible 
to changes in sales volume. The com- 
pany, through subsidiaries, is well 
established in Britain and Brazil. 
Monsanto is operating a_ styrene 
plant for the synthetic rubber pro- 
gram and should have an important 
post-war position in this field. Essen- 
tially a plastic, styrene despite cur- 
rent large output which might be 
difficult to use after the war, will 
doubtless remain one of the large- 
volume plastics of the future. 


Dow Chemical Co. accounts for 
the bulk of domestic bromine and 
bromide production. It is the main 
source of magnesium metal and al- 
loys (Dowmetal) and stands out as 
a leading factor in the production of 
a variety of organic solvents, plastics 
and plasticizers, phenol and_phar- 
maceufticals. Other important prod- 
ucts include aromatics, insecticides 
and fungicides, aniline dyes and cal- 
cium chloride. Its Pittsburgh plant 
makes many chlorinated alkalis and 
production of Thiokol, a type of 
synthetic rubber, is being expanded. 
While competition of newcomers in 
the magnesium, synthetic rubber and 
plastics field is to be expected, the 
development of new products should 
continue to be an important earnings 
determinant. Dow pioneered the 


magnesium industry, tremendously - 


expanded by the Government to 
meet urgent war demand for this 
lightest of all metals. Uncertainty 
over the future of this war-inflated 
new industry renders Dow stock 
rather speculative, despite the excel- 
lent growth and earnings record of 
the past. It is felt, however, that the 
large and important uses of mag- 
nesium metal during war represent 
but a portion of the ultimate full 
range of possibilities. Substantial 
plant expenditures in recent years 
were financed by the sale of bonds, 
preferred and common stock. 


An extensive program of acquisi- 
tions developed American Cyanamid 
Co. into a widely diversified chemi- 
cal producer; over 50% of recent 
years’ sales represented new products 
introduced during the last decade. 
Among principal products are dye- 











stuffs, heavy chemicals, tanning ny. 
terials, cyanides, pharmaceutical 
fertilizer materials and plastics, aly 
gypsum products, insecticides, funj 
gants, explosives and rubber chenj 
cals. More recently, the company 
took up penicillin production whic) 
may boost earnings later in the yeu, 
Longer term growth potentials ay 
good and cost control is improving 
despite relatively heavy research an{ 
development expenditures. In cop, 
trast with other leading producer, tor whic 
profits are relatively more dependf ; quen 
ent on activity in consumer good HW i 
; ; ; ; ercule:s 
industries than in capital goods, da div 
Heyden Chemical Co. is primarih ound its 
a producer of pharmaceuticals an{ hich mor 
fine chemicals with large sales to fool of sal 
and drug industries. This togethe 
with increasing sales of formalde 
hyde to the plastics industry shoul 
make for further conservative growth, “is suppl 
Victor Chemical Works is the secinije the 
ond largest producer of high grad ojosives 
phosphoric acid and _ phosphorus in ch 
compounds, sharing leadership withf air Re 
Monsanto. The food and soap indusfaer of 
tries are principal outlets, normalh fig of the 
taking about 50% of output, buih) weld ; 
takings from the textiles, metallurgi-f pdiari 
cal and other industries are increase make 
ing, imparting longer term growllfrbon  « 
potentials. ilcium C 
Westvaco Chlorine Products Corp.fhressed_ n 
is a leading producer of electrolytif}jication 
caustic soda, sold to the paper, rayoll.fing is wi 
textile, soap and oil industries, and ompany 
of chlorine the bulk of which is soldfmountins 
to Union Carbide under a long termfifset gra 
contract extending to 1947. Emphafnd fo: 
sis is increasingly on development 0! fynthetic 
other chemical products so that the xpand C 
latter contract is gradually recedingerm. T 
in relative importance. interest 
Mathieson Alkali is the fifth larg flals, a: 
est alkali producer with an annual [themical 
capacity of over 300,000 tons. Main fomer_ i 
products are caustic soda, soda ash, Fiemistr 
chlorine and salt cake. Two plants, fVanadiu 
one producing magnesium metal and § Unitec 
chlorine, the other turning out am fhoducer 
monia, are operated for the Govern fyith Co 
ment. Due to war-inflated capacity ing seco 
for many of these products through ff carb 
out the industry, the post-war out fhhecked 
look is somewhat uncertain, as far a fect on 
earnings growth is concerned. by rest 
In the alcohol and solvents field, fprocessi 
U. S. Industrial Chemicals, formerly fhy sTOW 
U. S. Industrial Alcohol, is the lead fn view 
ing producer of ethyl alcohol, most fmand fc 
widely used solvent. Commercial Jwar den 
Solvents is another ranking produc J Toya. 
er. Due to enormous war demand, Sulphur 
alcohol makers are prospering bu! wlphur 
normally, heavy excess capacity lead fing 
ing to intensive competition resulted fis the m 
in variable, even volatile earnings fang aby 
for this branch of the industry. T0 fhign js 
minimize this factor, both the above fronsum 
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panies for some years have been 
handing into the chemical field 
per, notably synthetic resins, 
ms, lacquer bases, acetates in the 
mer case while Commercial Sol- 
mts is paying increasing attention 
bthe development of nitroparaffins 
dvitamin products. More recently, 
began large scale production of 
micillin. In the case of both con- 
ms, Mounting product diversifica- 
in is an encouraging long term 
itor Which should have a stabiliz- 
y influence on future earnings. 
Hercules Powder Co. has devel- 
ped a diversified chemical business 
ound its original explosives line 
hich normally amounts to about 
0% of sales. It specializes in nitro- 
lulose products, ethy!] cellulose. 
bllulose acetate and naval stores, 
da variety of other chemical prod- 
c's supplying numerous industries. 
While the longer range outlook for 
plosives is mediocre, further prog- 
ss in chemical lines is anticipated. 
Air Reduction Co. is a leading 
mker of oxygen and acetylene gas 
nd of the equipment for using same 
» weld and cut metals. Through 
ubsidiaries, the company is the larg- 
st maker of dry ice and liquid 
abon dioxide. Others produce 
alcium carbide, electrodes and com- 
pressed medical gases. Broader ap- 
lication of flame cutting and weld- 
ng is widening the market for the 
mpany’s principal products and 
mounting sales should continue to 
bMiset gradually declining prices. De- 
mand for calcium carbide, used in 
Wnthetic rubber manufacture, will 
xpand considerably over the nearer 
em. The company owns a 25% 
interest in U. S. Industrial Chemi- 
als, a 25°% interest in Petroleum 
hemicals Inc., a promising new- 
tomer in the field of petroleum 
hemistry, and a smaller interest in 
anadium Corporation. 

United Carbon Co. is the leading 
producer of domestic carbon black 
with Columbian Carbon Co. rank- 
ing second. The long term growth 
f carbon black sales has been 
checked by the war's crippling ef- 
lect on normally large exports and 
W restrictions on crude rubber 
processing but should be restored 
by growing use of synthetic rubber. 
In view of the large deferred de- 
mand for automobile tires, the post- 
var demand outlook is excellent. 


Texas Gulf Sulphur and Freeport 
Sulphur Co. own the world’s richest 
ulphur reserves, in Texas and Louis- 
ana. Production of sulphuric acid 
‘the most important use of sulphur, 
ind about 70%, of domestic produc- 
lon is so used. The leading single 
nsumer is the fertilizer industry 
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SODIUM CHLORITE: A product of Mathieson Research! ‘ 

A powerfully efficient oxidizing agent — easily con- 
trolled — that operates effectively over a wide range 

of conditions from highly acid to highly alkaline. ” 
Sodium Chlorite does the job you want done — and 2 


only that! 


In years an infant, in accomplishments a prodigy — : 


Mathieson Sodium Chlorite has made vital contribu- 


tions in manufacture and processing: 
“oxidization of vat dyes in textile field. 


“bleaching of cotton without danger of degradation. ~§ 


“bleaching cellulose acetate —no saponification 


hazard. 


“simultaneous scouring and bleaching of cotton-rayon 


mixtures. 


“bleaching paper pulp to exceptional high brightness 


with superior quality. 


“refining and bleaching sugar and sugar melts at lower 


costs with increased recoveries. 
“speeding the bleaching of waxes. 
And now, Mathieson Sodium Chlorite 
wants new fields to conquer. For we com- 
pound the stimulus but you must fire the 
mold. So here it is — complete informa- 
tion is yours for the asking. 


SODIUM CHLORITE PRODUCTS .. 
CHLORINE . .. BLEACHING POWDER... 
ALKALI PRODUCTS... 





but sulphur in some form finds its 
way into most manufacturing proc- 
esses, including the rayon, film, 
paints and pigments, chemical and 
plastic industries. It is needed in 
oil refining and metallurgical proc- 
esses and in the manutacture ol 
paper, rubber goods and _ textiles. 
Prices normally are fairly stable but 
a gradual decline is likely hereafter, 
rendering longer term prospects 
somewhat uncertain. 

American Agricultural Chemical 
Co. is the largest domestic fertilizer 
producer, sharing the field with In- 
ternational Minerals & Chemical, 
Virginia-Carolina Chemical and Di 


. CAUSTIC SODA... 
AMMONIA, ANHYDROUS & AQUA. . 
SYNTHETIC SALT CAKE... 









Chiorite 


THE MATHIESON ALKALI WORKS (INC.) 60 EAST 42N° ST., NEW YORK 17, N. Y. 


. BICARBONATE OF SODA .. . LIQUID 
. HTH PRODUCTS .. . FUSED 
- SODIUM METHYLATE 


SODA ASH 


OrY iCE.. . CARBONIC GAS. . 


ison Chemical Co., but also some 
of the meat packers and thousands 
of small enterprises which buy th« 
necessary materials from the larger 
companies. Because the fertilizer 
business is essentially a local one and 
little capital is required for mixing 
equipment, producing capacity has 
been built up far in excess of actual 
needs. This together with the short- 
ness of the heavy selling season 
makes for extremely keen competi- 
tion. Heavy demand for increased 
agricultural production during the 
war period, and some time there- 
after, should maintain the present 
improved price structure. 
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How to Evaluate Low-Priced 
Stocks 





(Continued from page 83) 


qualitative, rather than on a quan- 
titative basis, the stock can be re- 
garded as a desirable commitment 
although total valuation of the is- 
sue, at 534 per share, exceeds maxi- 
mum pre-war sales by a goodly mar- 
gin. Statistically, this makes the 
stock look high-priced; it sells over 
25 times best pre-war earnings. 

Walworth, second largest manu- 
facturer of valves and fittings, has 
an erratic earnings record, the result 
of considerable leverage arising 
from large. plant overhead requiring 
a high level of operations for satis- 
factory earnings, and long-term debt 
outstanding in the amount of $4.87 
million. The leverage effect is in- 
tensified on the downside by nor- 
mally keen competition in periods 
of slack demand. Statistically, the 
common, selling at 854, appears ade- 
quately priced and represents no par- 
ticular bargain although apprecia- 
tion prospects can by no means be 
denied. Total valuation of the stock 
issue represents about 60°; of maxi- 
mum pre-war sales, a ratio which, 
however, lacks normal significance 
in view of the fact that post-war vol- 
ume, if a building boom materi- 
alized, should outrun pre-war sales 
by a considerable margin. As is well 
known, pre-war building activity 
was rather below average. The qual- 
itative factor is further strengthened 
by the company’s diversification of 
outlets, being an important supplier 
of valves to the oil, chemical, re- 
frigeration, air-conditioning and 
railroad industries where post-war 
demand trends should be good. The 
stock, therefore cannot be considered 
over-priced. 

Bucyrus-Erie, largest manufacturer 
of excavating machinery and related 
tools and appliances, has a fairly 
speculative capitalization which to- 
gether with cyclical influences made 
for a variable earnings record in the 
past. Post-war prospects are held 
good, in line with the expected re- 
vival in the construction field. The 
common, selling at roughly half of 
book value, appears moderately 
priced on a statistical basis, especial- 
ly in relation to assets and working 
capital but short of a substantial 
post-war construction boom, appre- 
ciation potentials would be limited. 
Such a boom, however, may well ma- 
terialize; prospects also point to 
fairly heavy public works construc- 
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tion after the war. Still there are 
various elements of doubt in the 
situation, including the matter of 
surplus machinery from military 
stores, and marketwise these ap- 
parently outweigh at present the 
moderately favorable statistical 
showing of the common. 





Consumer Goods Machinery 
Awaits Green Light 





(Continued from page 95) 


Ex-Cell-O has had very large earn- 
ings in recent years. With 1943 part- 
ly estimated, they have averaged over 
$6 a share for the past four years, but 
in the prewar years, the average was 
about $1.50. Dividends in the past 
three years were $2.60 annually. ‘The 
company has only one class of stock 
of which 398,805 shares, par $3, are 
outstanding. 

Among other companies in the 
field of making machinery used for 
consumer goods are Borg Warner, 
American Laundry Machine, Wayne 
Pump, Ingersoll-Rand, Fairbanks 
Morse, Dresser Manufacturing, and 
Worthington Pump. 





Securities Disturbing 
Investors 





(Continued from page 71) 


at a time when investor nerves were 
on the jittery side anyway, the Cel- 
anese preferred financing focused at- 
tention on the unavoidable fact— 
forgotten by many when the market 
is rising—that expansion does cost 
money and that the pay-off lies some 
distance in the future. 

The leading rayon stocks had all 
had substantial advances from their 
lows and on that score were “en- 
titled” to a reaction. We believe it 
was happenstance—the Celanese fi- 
nancing—that they began to react 
in advance of many other stocks; 
and we doubt that their completed 
shake-down—whatever it proves to 
amount to—will be disproportionate 
to the market average. On the con- 
trary, we think it likely that max- 
imum percentage reaction will be 
less than average. The industry’s 
prospect appears above average both 
for the remainder of the war period 
and for post-war. There are no re- 
conversion problems of any signi- 
ficance. For the reasons cited, we 
would be disinclined to disturb in- 
vestment holdings in the leading 
companies at this time. 
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Farm Equipments 





(Continued from page 80) 


On market prices for the commoj 
stock, the range on Harvester in th 
five years to the end of 1943 wa 
7434 high in 1943 with the low, 
3% in 1940. For the past twelve yea 
the high on Harvester was 120 jj 
1937 and the low 103% in 1932. Th 
19§9-43 range on Allis-Chalmers com 
mou was 4834 high in 1939 and 213 
low in 1940. The twelve-year ranqe art 
was 8314 high in 1937 (the sam ei ai 
high as in 1929 after allowing fg ied fe 
the 4 for 1 split up that year) an — 
the low was 4 in 1932. In 1929, Har 
vester made a high of 142. 

The balance sheet as of the eng 
of October showed Internation 
Hurvester in a far stronger financia 
position than Allis-Chalmers, for j 
had cash assets of $173,692,g63 an 
net current assets of $300,519,440 
while Allis-Chalmers cash items wer 
$35,936,169 and net current asset 
$98,743,176 at the end of December 
The Harvester cash equalled ove 
38°, of the gross business in its 194 
fiscal year and the net current a 
seis were equal to about 67% of the 
gross, while those items for Allis 
Chalmers were 12% and 34% respec 
tively of the gross. The Allis-Chal 
mers position was strong enough, 
with a ratio of 2.67 to 1 in curren 
assets to current liabilities, for nor 
mal business, but not for the grea 
expansion which took place in it 
activities because of war orders 
This necessitated the $50,000,000 
“V’ loan. If there is as large a vol 
ume of new business to be handled 
in the post-war period, it is likel 
that some further new financing wil 
be necessary, even with the approxi 
mately $14,000,000 additional work 
ing capital from the recent sale 0 
preferred stock. 

The management must have an 
ticipated that this may be necessary, 
for in connection with the offering 
of the preferred, its statement said 
in part, “When this war is over, we 
expect to participate in and obtail 
our share of the pent-up demand for 
farm equipment and road building 
machinery. Many new and improved 
products of our other lines have 
been engineered. The company will 
need a substantial amount of addi 
tional permanent capital to augment! 
existing working capital in providing 
additional plant and equipment (0 
expand our facilities for the markets 
that we believe will be available to 
us. Allis-Chalmers could, of course, 
sell long-term bonds or debentures. 
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» do so, however, would limit the 
;enues of future financing when 
ind if the requirement for an even 
eater expansion may develop.” 
‘This indicates an expectation of 
30) yn greater volume of business than 
in the war period and the prospects 


om ; 7 : 
»/0%@ 4, much more working capital will 


- | 
" lien be necessary to finance it. 


gS “The inventory position of both 
Ow a ani he end of the last year 
© yeagempanies at the en yea 
120 ig” favorable, with that of Harves- 
9. Thy at $142,151,208, or about one 
. wird of a year’s total business at 
Phe 1943 rate, with the $79,205,788 of 
\llis-Chalmers equal to a little over 
‘ aa me-quarter of the year’s business. 
ng fo With priorities on the materials 
% needed for war work, this would be 
" qa ample total if the war is going 
yea run for a long time. On the other 
hand, it is not an excessive amount 
if the war should end suddenly and 
‘fiiany considerable proportion of the 
‘inventories was in goods suitable for 
war use only. In the case of both 
ompanies, it might be pointed out, 
avery considerable part of the work 
Pihey are doing for the armed forces 
is in much the same lines as their 















‘mM : ; me 
| normal, peace-time business. ‘There 
5 qi te many companies doing war work 
nt aqiuich are using materials for it 


§which would be of no benefit to them 
in their normal activities. 

A radical change which developed 
in the International Harvester bal- 
ance sheet for October 31, 1943 was 
the “notes of dealers, farmers and 
motor truck users, etc,” which was 
at $4,286,035, whereas the year be- 
.Biore, this item was $30,460,786. 
ders *MOng other reasons for this decline 
0,00 "28, the Government regulations 
» volg ainst_ long term installment sales 
vdleq "4 other credit restrictions. The 
other receivables of the company 
increased moderately, while the item 
of $53,839,000 due from the U. S. 
Government was up over $15,000,000 
girom the year before. Total receiv- 
ables, after reserves, of $71,890,128 
were more than $6,300,000 below the 
previous year. Allis-Chalmers did 
not give as much detail on its re- 
ceivables at the end of 1943, which 
were $38,958,428 after reserves, but 
taing Presumably a large part of it was 
1 fog (or Government work. That sum 
dingy Was about $4,600,000 above the re- 
veg CCivables at the end of 1942. 

navel [n current liabilities, International 
will, Harvester owed $40,594,682 for cur- 
ddiq tent invoices and payrolls, etc., a 
ent little more than that for taxes, and 
lingg the balance for dividends payable, 
+ toy Of its $87,214,859 current liabilities. 
ketsq Allis-Chalmers owed nearly $13,000,- 
» of 000 for taxes, with the rest of its 
rse.f 559,089,861 current liabilities rep- 
req eSenting business obligations. 
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(Continued from page 61) 


armies are of questionable military 
effectiveness. Except for a few fairly 
well equipped and largely American- 
trained units, the bulk lacks both 
training and arms, and also perhaps 
discipline. To arm and train them 
would require considerable time, far 
more perhaps than we are willing to 
sacrifice. It would require a tre- 
mendous shipping effort to keep sup- 
plies moving across the vast reaches 
of the Pacific. In short, to rely over- 
much on Chinese assistance would 
mean a severe prolongation of the 
Eastern war. If we want to speed 
victory in this theatre, it becomes 
ever clearer that we must do the job 
largely ourselves. This, in turn 
means that even when the war in 
Europe is won, there can be no re- 
laxation of our efforts, no demobili- 
zation of our army, no return to any 
sort of peace psychology on the 
assumption that the Eastern war is 
“in the bag” and no longer requires 
fullest exertion of all our power. 
This perhaps was in the minds of 
some of our leaders when only quite 
recently they warned us against the 
“smugly optimistic assumption of 
early and assured victory,” who 
frankly predicted that our man- 
power problems will grow worse be- 
fore the war is won. 

While final victory is no longer a 
matter of doubt, we must disasso- 
ciate ourselves from the idea that— 
barring the completely unexpected— 
such victory will come easy and can 
be achieved without all-out efforts 
and great sacrifices. Yet while the 
task ahead is arduous, it may not 
take as long as one might think. 
Thanks to our immense striking 
power on the sea and in the air, 
progress should be quick once we are 


firmly established on the Asiatic 
mainland. Its vast distances are 
forbidding, dwarfing even great 


armies such as we are likely to put 
ashore, but our naval and aerial su- 
periority should permit us to en- 
gage in flanking movements and 
“step-ladder” landings of great scope 
which the enemy is ili prepared to 
oppose successfully. No one, of 
course, knows the exact strategy to 
be followed; this is merely to point 
out that we have the means to make 
it effective. 

The faster our offensive moves 
across the Pacific, the more urgent 
will be our interest in China’s inter- 
nal situation.. With critical devel- 
opments in the offing in the Euro- 
pean theatre, these are bound to ob- 
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scure events in the East. But we 
must not lose sight of them for a mo- 
ment lest our perspective become 
oblique, our thinking warped unde: 
the impact of our forthcoming un- 
dertaking in Europe. Success there 
must not become the signal for com- 
placency, for another and equalls 
hard job lies ahead on the other side 
of the globe. 
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Weighing Common Stocks 





(Continued from page 77) 
during World War I. 

(3) Whether the wartime in- 
creases in money supply will 
generate higher post-war 
prices will depend upon how 
freely they are spent. Con- 
servative political and eco- 
nomic trends are likely to in- 
crease business and financial 
confidence, hence lead to 
freer spending, active busi- 
ness and higher prices. 

(4) Expanded supplies and pro- 
ductive capacity and transi- 
tion unemployment are likely 
to cause some price weak- 
ness immediately after hos- 
tilities end and to limit the 
ensuing rise to a slower rate 
than in 1919-1920. 

““(5) Price controls, even if con- 
tinued after the war, are un- 
likely to do more than slow 
down price increases justified 
by market conditions and 
higher costs. 

(6) Confidence in the first year 
after hostilities end is unlike- 
ly to be so extreme or so 
general as to cause a wild 
upsurge in prices generally 
associated with the term, “in- 
flation.” However, it is prob- 
able that higher costs and 
active demand will produce 
a rise more than compensat- 
ing for any immediate post- 
war dip. A general post-war 
price level from % to \% 
above 1940 (it is already 4 
higher) is a _ reasonable 
prospect.” 

If this view is correct, the post-war 
price level may be expected to be 
somewhere between 10 and 20 per 
cent higher than now prevails. If it 
is correct, the advanced level will be 
maintained for an extended period 
and could be importantly broken 
only by a depression after the post- 
war “catching-up” civilian goods 
boom runs its course—although as 
mass production comes into closer 
balance with demand there could be 
selective, gradual and probably mod- 
erate declines in finished goods as 
there was between 1923 and 1929. 

To summarize: 

_ The income yield from good bonds 
is very low and probably will remain 
low as far ahead as can be seen. The 
fixed yield from bonds and preferred 
stocks has suffered a material shrink- 
age in purchasing value, and_prob- 
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ably taces additional future shrink- 
age. The capital value of good bonds 
and preferreds can not increase. De- 
spite some possible exceptions, on 
the whole the possibilities of capital 
enhancement in medium grade and 


speculative fixed-income securities 
are inferior to the longer-term ap- 
preciation potentials in common 
stocks. 

Against this, average stock yields, 
though much lower than we have 
seen them in bear markets, may 
nevertheless be considered in a long- 
term buying range when compared 
both with bond yields and with the 
level of stock yields which always 
before has been eventually estab- 
lished in periods of active peace-time 
business such as in the ’go’s and in 
1936-1937. There is, of course, a tim- 
ing problem. In the interim period 
of uncertainty about the duration of 
the war, the election and the scope 
of the temporary economic deflation 
to be experienced in the transition 
from war to peace, there will be 
market reactions. Moreover, al- 
though the economic and financial 
“makings” of a great bull market 
seem to me foreseeable, it is not fore- 
seeable just when confidence in the 
prospect will take hold among in- 
vestors generally. That is something 
to be watched. Personally, I doubt 
very much that it will await the com- 
pletion of reconversion. 


We can not expect a peace-time 
total of business activity larger than 
now. Therefore, the bullish longer- 
term prospect for common. stocks 
does not primarily relate to volume. 
The three considerations to empha- 
size are that (1) investors will put a 
substantially higher valuation on 
any given level of reasonably good 
peace-time corporate earnings than 
on war-time earnings; (2) a substan- 
tially higher proportion of peace- 
time earnings will be distributed in 
dividends; (3) dynamically bullish 
potentialities of tax reduction and 
revision, regarding which canny in- 
vestors will be closely watching the 
Washington winds after next Novem- 
ber. 

Regarding the second point, ob- 
serve from the accompanying chart 
that estimated total dividend pay- 
ments in 1943 and 1942 were around 
only 42 per cent of total corporate 
earnings, as compared with the more 
normal peace-time figures of 64.6 per 
cent in 1939 and 71.4 per cent in 
1936. In the reconversion period, 
earnings and dividends will be sup- 
ported by the tax cushions of present 
law. The subsequent upswing in 
civilian production will involve no 


THE 


such general strain on working capi. 
tal as now exists. It therefore appear 
probable that the dividend dj 
tribution—both relative to earning 
and absolutely—will increase fair) 
promptly in the expected post-war 
period of active civilian business, 

Nothing said here is an argument 
against holding a prudently adequate 
safety-first backlog of high grat 
fixed-income securities as part of 
one’s investment program — the 
proper proportions depending upon 
the individual’s situation and rr. 
quirements. For the present, our 
common cause of winning the war 
requires—and the interim stock un. 
certainty justifies—that we all sup 
port the war bond financing to the 
limit of individual ability and pr. 
dence. Beyond this, however, it is 
valid to begin planning ahead on 
basic investment strategy — ex-war 
and ex many of the doubts that have 
afflicted equity investors during the 
greater part of the entire period 
since 1929. 

Under the conditions which I be 
lieve lie ahead, shrewd investors will 
put greater emphasis on capital gains 
than on dividend income and greater 
emphasis on both than on obtaining 
static and low return from fixed: 
income securities. 
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(Continued from page 67) 


of these savings is already invested, 
in war bonds, and further by the 
prospective absorptive power of the 
post-war investment market. 

Yet this entire triangle constitutes 
a problem requiring careful han. 
dling since true investment demand 
for plant expansion may not be 
nearly large enough to absorb the 
amount of funds seeking employ: 
ment. To avoid a dangerous over: 
flow into the investment market. the 
Government might well find it ad- 
visable for some years to maintain 
the public debt around its war-time 
peak, using it is a financial stabilizer. 
To carry the debt and yet not jeopar- 
dize prosperity by continued severe 
taxation would require sustained 
high production and a large national 
income properly diffused among all 
population classes. It all leads back 
to the question of distribution and 
proper balance between saving and 
spending. 

This can be achieved by various 
means including the tax lever which 
no doubt will find novel application 
after the war. But one of the most 
effective methods will be price reduc- 
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for near-term profit. Average price under 10. 
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on securities advised. 


When to Buy ... and When to Sell . . . You 
are not only advised what to buy but when to 
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ing their effects on business 
and securities. 
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tion all along the line, thereby cre- 
ating new purchasing power. Such 
reduction naturally must be neither 
at the expense of wages nor at 
the expense of reasonable business 
profits. It must come in the wake 
of cost savings from greater efh- 
ciency of production and marketing, 
made possible by aggressive use of 
our full productive capacity. In its 
essence it means economic regenera- 
tion under an economic organization 
not basically different from that to 
which we have become accustomed 
but which is definitely disassociated 
from the idea that natural economic 
forces, if merely left alone, will au- 
tomatically work out the correct 
answer to economic problems. They 
failed to do that in the past and the 
difficult heritage arising from the 
war severely militates against suc- 
cess in the future. 





Low-Priced Preferred Stock 
and Preferreds with Arrears 





(Continued from page 89) 


a share value in the securities dis- 
tributed and an ultimate recovery to 
25 or go for the remaining stock. 
Therefore, as a matter of estimate, 
this stock seems to have prospects 
for a fair appreciation, no matter 
what step is ordered by the S.E.C. 
There are plenty of other specu- 
lative preferred stocks selling in low- 
er price ranges such as American & 
Foreign Power second preferred, 
which is not getting any dividends 
now and has $104.50 a share in ac- 
crued dividends. The stock is sell- 
ing for less than one-fourth of that 
sum, yet there are market opinions 
that AFW will make so much money 
after the war that the back dividends 
and the regular $7 will be paid on 
this stock in the course of time. The 
Electric Bond & Share Co. owns a 
large block of this stock. Certain 
low-priced preferred shares which al- 
so might be mentioned, because of 
recent speculative activity in them, 
are Missouri-Kansas-Texas and Bal- 
tore & Ohio preferreds, although 
it is our opinion that dividends on 
either is not discernable on the hori- 
zon, despite very large earnings of 
both railroads in the past two years. 
Some of the most interesting pre- 
ferred shares are those with accumu- 
lations. There have been many com- 
panies in the past two or three years 
which have “been in the money” 
after long periods of poor business, 
and they have taken steps to pay off 
all or part of the dividends accrued 


on their preferred stocks. Some ex- 
amples of total payment have been 
Cuban-American Sugar, American 
Locomotive and E. G. Budd Manu- 
facturing, through the issuance of a 
new preferred stock, exchangeable 
for the old preferred on a_ basis 
where the back dividends are taken 
care of. A number of others have 
paid off accumulations in cash, such 
including Curtis Publishing on its 
prior preferred, A. M. Byers Co., 
Revere Copper & Brass, Cudahy 
Packing, Warner Bros. Pictures and 
several more, with some of them re- 
deeming the preferreds after clear- 
ing up the arrears. Only a few weeks 
ago, Radio-Keith-Orpheum _prefer- 
red received $15 a share on account 
of accrued dividends. Several others 
have cleared up the major part of 
the back dividends, including Wil- 
son & Co., Pittsburgh Steel (on the 
$5.50 preferred) and Derby Oil & 
Refining. 

Hence, some potentially large 
profits may be found among the pre- 
ferred stocks which still have large 
arrears. Possibly the best prospects 
are Armour & Co. prior preferred 
and Curtis Publishing Co. old 7% 
preferred. Armour earnings in the 
three years to November 30, 1943 to- 
taled over $63 a share on the prior 
preferred. Regular dividends on the 
issue were resumed early in 1944. 
The accruals are $28.50 a share, and 
there seem good possibilities that 
they will be taken care of either in 
cash or through some new security. 
The old $7 preferred is also likely to 
figure in whatever plans Armour & 
Co. may be forming. It has $45.50 
a share owing on it. 

Others which are in arrears, with 
recent earnings large enough to of- 
fer some possibility of clearing up 
part or all of the accumulations, in- 
clude Amalgamated Leather, East- 
ern Sugar Associates, The Fair, Val- 
spar, Pere Marquette, Houston Oil, 
Follansbee Steel, Illinois Power, 
G. R. Kinney, Marion Steam Shovel, 
Phillips Jones, and Twin City Rapid 
Transit. 

It may be that some others which 
we have not spoken of as being in a 
good position, may be as good as any 
of the above, but some of them 
which have been in speculative fa- 
vor of recent months do not look so 
promising to us, in which we would 
include Thompson Starrett and St. 
Regis Paper preferred shares, but in 
speculative situations such as all of 
this class of stock are in, anything is 
possible, and the ones which we may 
speak slightingly of, might turn out 
better than the ones which are 
praised. 


If the reader thinks that the pre 
dictions of what is likely to happen 
on some of the preferred stocks with 
accumulations is too optimistic, let 
him look at what has been happen. 
ing in the past two or three years, 
In 1940, Budd Mfg. pfd., Amer, 
Loco. pfd., Cuban-Am. Sugar pfd, 
and many others which have sine 
paid off their preferred arrears, 
looked just as “outright specula 
tions” as any of those in this group 
may look to the conservative inves 
tor now. 
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of the sterling region. The clash of 
interests and policies arising from 
the entire project is presently the 
object of much _ British-American 
thought and discussion. Final deter- 
mination of the issue will probably 
not come until the details of Ameri 
can post-war commercial policy are 
definitely formulated and_ further 
exhaustive discussions have taken 
place between Washington and Lon- 
don. 

But regardless of the strength of 
the bilateralists in Britain, it can be 
said that official policy is directed to- 
wards the creation of a post-war sit- 
uation in which it will be possible 
to reverse the restrictionist trend of 
the Thirties and eventually move to- 
wards a multilateral trade world and 
a restoration of universal reciprocal 
trade. Under the Master Lend-Lease 
agreement as well as under the At 
lantic Charter, Britain is already 
committed in this direction and 
moreover, it is well recognized that 
restricted world trade is the inevi- 
table tendency of bilateralism.* For 
the time being, however, British 
opinion does not contemplate the 
immediate achievement of unfet- 
tered multilateralism as practical or 
indeed possible. Rather, it insists on 
temporary repudiation of orthodox 
commercial nd financial policies to 
achieve the trade expansion held 
necessary for surmounting post-war 
difficulties. That the necessity of such 
a policy is severely questioned in 
America goes without saying as it 
runs counter to our own basic con- 
cepts of international commerce. It 
will be a problem for which to find 
even a compromise solution may be 
quite difficult in view of the severe 
clash of fundamentals. Recent voices 
in Parliament, both rightist and left- 
ist, Opposing strenuously any post: 
war bndonment of Empire prefer 
ences make this amply clear. 
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